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- REBORDATION NO............. Filed 1425
Interstate Commerce Commission - ICC Washington, D.
Washington, D. C. ) FAN 15198019 20 am
Gentlemen: INTERSTATE COMMERCE COMMISSION

Enclosed for recordation under the provisions of 49 USC
11303 (formerly Section 20c of the Interstate Commerce Act) are
the original and twelve counterparts of an Equipment Lease dated as
of January 1, 1980.

A general description of tne railroad equipment covered
by the enclosed document 1s set forth in Schedule A afttached to
this letter and made a part hereof.

The names and addresses of the parties are:

\ Lessor: The Ceonnecticut nk and Trust Company
One Constitutic
C e

Hartford, Conn

ot O
[t

ﬂ,’-—/

Lessee: I1linois Central Gulf Railroad Company
Two Illincls Center
233 North Michigaen Avenue
Chicago, Illinois 60601

The undersigned 1s the Lessor mentioned in the esnclosed
document and has knowledge of the matters set forth therein.
' Please return the original and ten copies c¢f the
Equiprment Lease to Gary L. Green, Chepman and Cutler, 111 West
N

Monroe Street, Chicago, Illinois 60603.

Also enclosed is a check in the amount of $50.00 covering
the requlired recording fee.

Very truly yours,

THE CONNECTICUT BANK AND TRUST
COMPANY, as Trustee

N\ Tts  ASSISTART VICE PRESIDCNT

% . Lo d
\j ST T LESSOR AS AFORESAID
Enclosures TR g\;ff
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RECORDATION NO............... Filed 1425
JAN 15198010 20 Am B o ga2Th

INTERSTATE COMMERCE COMMISSION

EQUIPMENT LEASE

Dated as of January 1, 1980
Between
THE CONNECTICUT BANXK AND TRUST COMPANY,
As Trustee under I.C.G. Trust No. 80-1
LESSOR

And

ILLINOIS CENTRAL GULF RAILROAD COMPANY

LESSEE

(I.C.G. NO. 80_1)
(457 Rebuillt Freight Cars)
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EQUIPMENT LEASE

THIS EQUIPMENT LEASE dated as of January 1, 1980 1is
between THE CONNECTICUT BANK AND TRUST COMPANY, a Connecticut
banking corporation, not individually but solely as trustee (the
"Lessor") under a Trust Agreement dated as of January 1, 1980
(the "Trust Agreement") with Twenty-Sixth HFC Leasing Corporation
and Institutional Leasing, Inc. (the "Trustors"), and ILLINOIS
CENTRAL GULF RAILROAD COMPANY, a Delaware corporation (the "Lessee").

RECITALS:

A. The Lessor and IC Leasing, Inc. (the "Seller") have
entered into a Hulk Purchase Agreement dated as of January 1, 1980
(the "Hulk Purchase Agreement") providing for the sale of U457 used
freight cars (the "Hulks") by the Seller to the Lessor, and the
Lessor and the Lessee have entered into a Reconstruction Agreement
dated as of January 1, 1980 (the "Reconstruction Agreement") providing
for the reconstruction by the Lessee of the Hulks into certain
items of railroad equipment (collectively the "Equipment" and
individually an "Item" or "Item of Equlipment") described in Schedule
A attached hereto and made a part hereof in accordance with the
specifications (the "Specifications") referred to in the Reconstruc-
tlion Agreement. Upon delivery of each Item of Equipment and the
acceptance of such Item of Equlipment as provided in Section 1.2
hereof, the Lessor shall lease and let such Item of Equipment to
the Lessee and the Lessee shall hire such Item of Equipment from
the Lessor for the rental and on and subject to the terms and
conditions hereln set forth.

B. The Lessee and the Lessor have entered into a
Participation Agreement dated as of January 1, 1980 (the "Participa-
tion Agreement") with Mercantile-Safe Deposit and Trust Company,
as security trustee (the "Security Trustee") and the institutional
investors named in Schedule 2 thereto (the "Note Purchasers")
providing commitments of the Note Purchasers which, together with
funds provided by the Lessor wlll permit the Lessor to obtain the
funds necessary to acquire the Hulks and reconstruct the same 1nto
the Equipment. The Trustors willl commlt to advance an amount
equal to 30.398645% of the Total Cost (as defined in the Participation
Agreement and hereinafter referred to as the "Total Cost") of each
Item of Equipment and the Note Purchasers will commit to purchase
the Secured Notes (the "Notes") of the Lessor in an amount equal
to 69.601355% of the Total Cost of each Item of Equipment. The
Participation Agreement provides that the Notes will be secured by
an assignment of certaln of the Lessor's right, title and 1interest
in and to this Lease and in and to the Equipment pursuant to a
Security Agreement-Trust Deed dated as of January 1, 1980 (the
"Security Agreement") from the Lessor to the Security Trustee.



"'SECTION l. LEASE AND DELIVERY OF EQUIPMENT.

l.1. Intent to Lease and Hlre. Upon dellvery of each
Item of Equipment followilng the reconstruction thereof under the
Reconstruction Agreement, the Lessee shall lease and let and the
Lessor shall hire to the Lessee such Item of Equlipment for the
rental and on and subject to the terms and conditlons hereiln set
forth.

1.2. Inspection and Acceptance. The Lessor and the
Trustors retain certaln rights to inspect the Equipment prilor to
and during the reconstruction thereof as more fully provided in
the Hulk Purchase Agreement and the Reconstruction Agreement.
Upon completion of reconstruction of each Item of Equipment, the
Lessor willl cause each Item of Equipment to be tendered to the
Lessee at the place of delivery set forth in Schedule A. Upon
such tender, the Lessee will cause an inspector designated and
authorized by the Lessee to inspect the same, and, 1f such Item
of Equipment is found to be 1n good order, to accept delivery of
such Item of Equipment and to execute and deliver to the Lessor
a Certificate of Acceptance (the "Certificate of Acceptance") in
the form attached hereto as Schedule B with respect to such Item
of Equipment; provided, however, that the Lessee shall not accept
and the Lessor shall have no obligation to lease any Item of
Equlipment dellvered after the Outside Delivery Date set forth in
Schedule A,

1.3. Certificate of Acceptance. The Lessee's execution
and delivery of a Certificate of Acceptance with respect to each
Item of Equipment pursuant to Section 1.2 hereof shall conclusively
establlsh that such Item of Equlpment 1s acceptable to and accepted
by the Lessee under thils Lease, notwithstanding any defect with
respect to design, manufacture, condition or in any other respect,
and that such Item of Equlpment 1s in good order and condition
and conforms to the specifications applicable thereto and to all
applicable United States Department of Transportation and Interstate
Commerce Commission requirements and specifications, if any, and
to all standards recommended by the Assoclatlion of American
Rallroads applicable to reconstructed railroad equipment of the
character of the Equipment as of the date of this Lease.

SECTION 2. RENTALS AND PAYMENT DATES.

2.1.‘ Rent for Equilipment. The Lessee agrees to pay the
Lessor the following rent for each Item of Equipment:

(a) Interim Rental. For each Item of Equipment, an
amount per day (the "Interim Rental") equal to:

(1) 0.035519126% of the Purchase Price of the
Hulk which was utllized to rebuild such Item for the
period, 1f any, from and including the Hulk Closing
Date (as defined 1in the Participation Agreement) to,

T



but not including, January 1, 1981 (the "Term
Lease Commencement Date"); and

(11) 0.035519126% of the Reconstruction Cost
thereof for the perlod, if any, from and including

the Equipment Closing Date for such Item of Equipment

to, but not including, the Term Lease Commencement
Date.

(b) Fixed Rental. For each Item of Equipment, 30
semiannual installments of fixed rental (the "Fixed
Rental"), payable in arrears, each in an amount equal to
5.5349% of the Total Cost thereof.

(¢) Additional Rental. In addition to the fore-
golng rental, the Lessee agrees to pay to the Lessor as
additional rental (the "Additional Rental"), an amount
equal to the amounts, if any, that the Lessor 1s obligated
to pay to the Security Trustee pursuant to Section 2.2(e)
or 2.2(g) of the Participation Agreement on the date or
dates payable pursuant thereto, any fees and expenses of
the Lessor and the Security Trustee (other than the initial
fees of the Lessor and the Security Trustee) for which
the Trustors are liable under Section 2.6 of the Parti-
cipation Agreement, and any amounts payable under Section
2.6 of the Participation Agreement by the Lessee because
the transactions contemplated by the Participatlion
Agreement were consummated as to part, but not all of
the Items of Equipment.

2.2. Rent Payment Dates. Installments of Interim Rental
for each Item of Equlpment then accrued and unpaid shall be due
and payable on July 1, 1980 and the Term Lease Commencement Date.
The first installment of Fixed Rental for each Item of Equipment
shall be due and payable six months following the Term Lease Commence-
ment Date and the balance of sald iInstallments shall be payable at
slx~month intervals thereafter with the final such installment
payable 15 years following the Term Lease Commencement Date. If
any of the rent payment dates 1s not a business day, the rent
payment otherwise payable on such date shall be payable on the
next succeeding business day. For purposes of thils Lease, the
term "business day" means calendar days, excluding Saturdays,
Sundays and holidays on which banks in the States of Illinois,
Connectlicut or Maryland are authorlized or required to close.

2.3. Adjustment of Rentals. The Lessee and the Lessor
agree that the Fixed Rentals payable hereunder and the Casualty
Value percentages set forth in Schedule C hereto will be adjusted
in the event that (A) any amendment to, or change 1in, the Internal
Revenue Code of 1954, as amended (the "Code"), the income tax
regulations thereunder or published administrative or Jjudicial
interpretations of the Code or such regulations 1s enacted or has
an effective date on or prior to January 1, 1981, (B) the aggregate
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‘Reconstruction Cost of the Items of Equipment is more or less than

70% of the aggregate Total Cost thereof, (C) the percentage of the
Total Cost of the Equipment paid by the Trustors shall be greater
than 30.398645%, (D) the actual funding dates and amounts are

other than $6,703,800 on February 15, 1980 and $6,703,800 on

May 15, 1980, (E) any Item or Items are delivered after June 30,
1980, (F) less than 55% of the Items consist of 50-foot, 70-ton
boxcars, (G) the average age of the Hulks when purchased under the
Hulk Purchase Agreement exceeds 12-1/2 years, or (H) the amount

paid by the Lessor and/or the Trustors pursuant to Section 2.6 of
the Participation Agreement exceeds 0.3958% of the Total Cost of

the Equipment. Any such adjustment shall be effective as of the
first Fixed Rental payment date following the event giving rise to
such adjustment, and shall be made in such manner as will result,

in the Trustors' reasonable Judgment, in preserving for the Trustors'
both the after-tax rate of return and the after-tax cash flow that
would have been realized by such Trustors had such event not occurred,
(1) based on the rates of Federal, state and local taxes on, or
measured by, net income in effect from time to time, and (i1) in

all other respects based on the assumptions and methods of calculation
utllized by the Trustors in originally evaluating the transaction
described in thls Lease and related documents.

Anything in this Sectlon 2.3 to the contrary notwith-
standing, the amounts payable as installments of Fixed Rental and
Casualty Values hereunder with respect to any Item of Equipment
(1) shall in no event be reduced below amounts necessary to dlscharge
that portion of the principal of and/or interest on the Notes due
and payable on each rent payment date under this Lease, and (ii)
to enable the Trustors to satlisfy the profit and positive cash
flow requirements set forth in Section 4(6) of Rev. Proc. 75-21,
1975-1 Cum. Bull. 715, as such requirements may be modified or
adjusted as of the applicable rental payment date. The Trustors
shall furnish the Lessee and the Securilty Trustee prior to the
effective date of any such adjustment with a notice setting forth
in reasonable detall the computations and methods used in computing
such adjustment.

2.4, Place and Manner of Rent Payment. The payments
to be made by the Lessee under this Lease shall be made as
follows:

(a) The installments of Interim Rental and
Additional Rental shall be paid to the Lessor by wire
transfer to the principal office of the Lessor at the
address thereof provided for payments in Section 21.1
hereof; provided that 1n the event elther the Lessor or
the Security Trustee shall notify the Lessee 1n writing
that the right to recelve payment of such installment
shall have been assigned in accordance with Section 16
hereof, the Lessee shall make such payment by wire transfer
to the place designated 1n such notice or as otherwise
designated from time to time in writing by such assignee;
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(b) The portion of any installment of Fixed
Rental resulting from an increase in the amount
thereof, if any, which the Lessee shall be requlred
to pay to the Lessor pursuant to any rental adjustment
arrangements shall be paid in full to the Lessor
by wire transfer to the principal office of the
Lessor at the address provided for payments in Section
21.1 hereof;

(¢) Each installment of Fixed Rental shall be
paid to the Lessor by wire transfer to the principal
office of the Lessor at the address thereof provided
for payments in Section 21.1 hereof; provided that
in the event either the Lessor or the Security Trustee
shall notify the Lessee in writing that the right to
recelve payment of such installment shall have been
assigned in accordance with Section 16 hereof, the Lessee
shall make such payment by wire transfer to the place
designated in such notice or as otherwise designated
from time to time in writing by such assignee; and
provided further that iIn the event such notice shall
direct the Lessee to divide such 1nstallment into not
more than two portlons, 1in addition to the portion
referred to in Section 2.3(b) hereof, and to pay each
portion by wire transfer separately to not more than two
parties, the Lessee agrees to do so;

(d) The entire amount of any payment of Casualty
Value pursuant to Section 11 hereof shall be paid to
the Lessor by wire transfer to the principal office of
the Lessor at the address provided for payment in Section
21.1 hereof or in such other manner or to such other
address as may be designated by the Lessor 1in writing;
provided that in the event elther the Lessor or the Securlty
Trustee shall notify the Lessee in writing that the right
to recelve payment of such Casualty Value shall have been
asslgned in accordance with Section 16 hereof, the Lessee
shall make such payment by wire transfer in the manner
deslgnated in such notice or as otherwise designated
from time to time in writing by such asslignee;

(e) The amount of any payment owing to the Lessor or
the Trustors pursuant to Sections 6, 10.2, 11.1 (with
respect to public liability insurance), 20 and 21.2
hereof shall be made directly to the party to recelve
the same without regard to the assignment of this Lease
pursuant to Section 16 hereof;

(f) The amount of any interest due in respect of
the late payment of any rentals or other amounts pursuant
to Section 19 hereof shall be pald to the party and in
the manner herein provided to receilve said rental or
other amount; and
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(g) All payments other than those above specified
shall be made by the Lessee directly to the party to
recelve the same unless any such payment has previously
been made by the Lessor or 1lts assignee, 1n which case
the Lessee shall reimburse the Lessor or its asslgnee,
as the case may be, directly for such payment.

The Lessee agrees that it will make payments due hereunder by
wire transfer where specifled above at the opening of business
of the office of the transferring bank on the due date of such
payment of Federal or otherwlse immediately avallable funds

to the party to whom such payment 1ls to be made, and where

not so specified, such payment shall be made by check of the
Lessee drawn on a bank located in the continental United States
and malled to the party to receive the same at the address
herein provided or at such other address as the Lessee shall
have been previously advised in writing.

2.5. Net Lease. This Lease is a net lease and the
Lessee's obligation to pay all Interim Rental, Additional Rental
and Fixed Rental and other amounts payable hereunder shall be
absolute and unconditional under any and all circumstances and,
without limiting the generality of the foregoing, the Lessee
shall not be entitled to any abatement of rent or reduction
thereof or setoff agalnst rent, Iincluding, but not limlted to,
abatements, reductions or setoffs due to any present or future
claims of the Lessee agalnst the Lessor under this Lease or
otherwlse or agalnst any assignee of the Lessor pursuant to
Section 16 hereof; nor, except as otherwise expressly provided
herein, shall thls Lease terminate, or the respective obligations
of the Lessor or the Lessee be otherwlise affected, by reason of
any defect in or damage to or loss or destruction of all or
requlsitioning of the Equlpment by condemnation or otherwlse,
the prohibition of Lessee's use of the Equipment other than by
the Lessor's breach of the Lessee's right of quiet enjoyment, the
interference with such use by any private person or corporation,
the 1invalidity or unenforceabllity or lack of due authorization
or other infirmity of thls Lease, or lack of right, power or
authority of the Lessor to enter into this Lease, or for any
other cause whether similar or dilssimllar to the foregolng, any
present or future law to the contrary notwithstanding, it being
the 1ntentlon of the partles hereto that the rents and other
amounts payable by the Lessee hereunder shall continue to be
payable 1n all events unless the obligatlion to pay the same
shall be terminated pursuant to Section 11 hereof, or until,
pursuant to Sectlon 13 hereof, the Equipment has been returned
to the possession of the Lessor (for all purposes of this Lease
any Item of Equipment shall not be deemed to have been returned
to the Lessor's possession until all of the Lessee's obligatlons
with respect to the return, transportation and storage thereof
have been performed). To the extent permitted by applicable
law, the Lessee hereby walves any and all rights which 1t may
now have or which at any time hereafter may be conferred upon
it, by statute or otherwlse, to terminate, cancel, quit or surrender

-6-
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the lease of any of the Items of Equipment except in accordance
with the express terms hereof. Each rental or other payment
made by the Lessee hereunder shall be final and the Lessee shall
not seek to recover all or any part of such payment from the
Lessor or any assignee pursuant to Section 16 hereof for any
reason whatsoever.

SECTION 3. TERM OF THE LEASE.

The term of this Lease as to each Item of Equipment
shall begin on the date of the delivery to and acceptance by
the Lessee of such Item of Equipment and, subject to the
provisions of Sections 11, 14 and 18 hereof, shall terminate
15 years following the Term Lease Commencement Date provided for
in Section 2.1(a) hereof.

SECTION 4. OWNERSHIP AND MARKING OF EQUIPMENT.

.1. Retention of Title. The Lessor, as between the
Lessor and the Lessee, shall and hereby does retain full legal
title to the Equipment notwithstanding the delivery thereof to
and possession and use thereof by the Lessee.

4,2, Duty to Number and Mark Equipment. The Lessee
will cause each Item of Equipment to be kept numbered with its
road number as set forth in Schedule A hereto and will keep and
maintaln, plainly, distinctly, permanently and conspicuously
marked by a plate or stencll printed in contrasting color upon
each side of each Item of Equipment in letters not less than
one inch 1n helght as follows:

"Leased from a Bank or Trust Company,
as Trustee, and Subject to a Security
Interest recorded with the I.C.C."

wlth appropriate changes thereof and additlions thereto as from
time to time may be required by law in order to protect the title
of the Lessor to such Item of Equlpment, 1ts rights under thils
Lease and the rights of any assignee under Section 16 hereof.

The Lessee will not place any such Item of Equipment 1in operation
or exerclse any control or dominion over the same until the
requlired legend shall have been so marked on both sides thereof
and will replace promptly any such names and word or words which
may be removed, defaced, obliterated or destroyed. The Lessee
will not change the road number of any Item of Equipment except
with the consent of the Lessor and l1n accordance with a statement
of new road numbers to be substituted therefor, which statement
previously shall have been delivered to the Lessor by the Lessee
and filed, recorded or deposited in all public offices where

this Lease shall have been filled, recorded or deposited.



_ 4.3, Prohibition Against Certain Designations. Except

as above provided, the Lessee will not allow the name of any

person, assoclation or corporation to be placed on the Equipment

as a designation that might be interpreted as a claim of ownership;
provided, however, that the Lessee may cause the Equlpment to be
lettered with the names or initials or other insignla customarily
used by the Lessee or 1ts affiliates on rallroad equipment used

by 1t of the same or a similar type for convenlence of identification
of the right of the Lessee to use the Equipment under this Lease.

SECTION 5. DISCLAIMER OF WARRANTIES.

THE LESSOR LEASES THE EQUIPMENT, AS-IS, IN WHATEVER CON-
DITION IT MAY BE, WITHOUT ANY AGREEMENT, WARRANTY OR REPRESENTATION,
EITHER EXPRESS OR IMPLIED, BY THE LESSOR, THE LESSOR EXPRESSLY DIS-
CLAIMING ANY WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED,
AS TO (A) THE FITNESS FOR ANY PARTICULAR PURPOSE OR MERCHANTABILITY
OF ANY ITEM OR ITEMS OF EQUIPMENT, (B) THE LESSOR'S TITLE THERETO,
(C) THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF THE
MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE EQUIPMENT, OR (D) ANY
OTHER MATTER WHATSOEVER, IT BEING AGREED THAT ALL SUCH RISKS, AS
BETWEEN THE LESSOR AND THE LESSEE, ARE TO BE BORNE BY THE LESSEE.
The Lessor hereby appoints and constitutes the Lessee its agent
and attorney-in-fact during the term of this Lease to assert and
enforce, from time to time, in the name and for the account of
the Lessor and the Lessee, as thelr interests may appear, but in
all cases at the sole cost and expense of the Lessee, whatever
claims and rights the Lessor may have as owner of the Equipment
agalinst the origilnal manufacturer and/or rebullder thereof,
provided, however, that 1f at any time an Event of Default shall
have occurred and be continuing, the Lessor may assert and enforce,
at the Lessee's sole cost and expense, such clalms and rights.
The Lessor shall have no responsibility or liability to the
Lessee or any other person with respect to any of the followilng:
(1) any liabllity, loss or damage caused or alleged to be caused
directly or indirectly by any Item of Equipment or by any in-
adequacy thereof or deficlency or defect therein or by any other
circumstances in connection therewith; (i1) the use, operation
or performance of any Item of Equipment or any risks relating
thereto; (i1ii1) any interruption of service, loss of business or
anticipated profits or consequential damages; or (iv) the delivery,
operatlon, serviclng, malntenance, repalr, lmprovement or replacement
of any Item of Equipment. The Lessee's delivery of a Certificate
of Acceptance shall be conclusive evidence as between the Lessee
and the Lessor that all Items of Equipment described therein are
in all the foregolng respects satisfactory to the Lessee, and
the Lessee wlll not assert any claim of any nature whatsoever
against the Lessor based on any of the foregoing matters.

SECTION 6. LESSEE'S INDEMNITY.

6.1. Scope of Indemnity. The Lessee shall defend,
indemnify and save harmless the Lessor, in both its individual
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and fiduclary capacities, the Trustors and any assignee of the
Lessor pursuant to Section 16 hereof (including, without limitation,
the Security Trustee and the Note Purchasers) and their respective
successors and asslgns from and against:

(a) any and all loss or damage to the Equipment,
usual wear and tear excepted; and

(b) except for amounts which the Trustors have
specifically agreed to pay pursuant to Sections 2.1 and
2.6 of the Participation Agreement, and in the latter event
only to the extent they are not to be reimbursed by the
Lessee, any claim, cause of action, damages, liability,
cost or expense (including, without limitation, counsel
fees and costs in connection therewith) which may be
incurred in any manner by or for the account of any of
them (1) relating to any Item of Equipment or any part
thereof, including, without limitation, the construction,
purchase, delivery, acceptance, rejection, ownership,
sale, leasing, return or storage of any Item of Equipment
or as a result of the use, maintenance, repair, replacement,
operation or the condition thereof (whether defects are
latent or discoverable by the Lessee or any indemnified
party), (il1) by reason or as the result of any act or
omission (whether negligent or otherwise) of the Lessee
for itself or as agent or attorney-in-fact for the Lessor
hereunder, (1ii) as a result of claims for patent,
trademark or copyright infringements, or (1v) as a result
of claims for negligence (whether actlve or passive),
or strict liability in tort.

The amount the Lessee shall be required to pay wlth respect to

any of 1ts obligations under this Section 6.1 shall include a
payment to the indemnified party sufficient to restore such party
to the same position, after considering the effect of such payment
on its United States Federal income taxes and state and local
Income taxes or franchise taxes based on net income, that the
indemnified party would have been in had the liability or expense
indemnified against not been incurred. The indemnities and
assumptions of liabilities set forth in this Section 6.1 do not
guarantee to any party at any time a resldual value in the Equipment
nor do they guarantee the payment of the Notes or any interest
accrued thereon.

6.2. Continuation of Indemnities and Assumptions.

The indemnities and assumptions of 1iability in this Section 6
contained shall continue in full force and effect notwithstanding
the termination of this Lease, or the termination of the term
hereof in respect of any one or more Items of Equlpment, whether
by expiration of time, by operation of law or otherwlse; provided,
however, that such indemnities and assumptions of liability shall
not apply 1n respect of any matters referred to in subsection (a)
of Sectlion 6.1 or clause (i), (ii), (1i1i) as to modifications
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made after the explration of the lease or to clause (iv) of
subsection (b) of Section 6.1 hereof, occurring after the termination
of this Lease, except for any such matters attributable to, arising,
or accruing during the term of this Lease, and except for any such
matters occurring after the explration or earlier termination
arising in connection with the Lessee's assembling, delivering,
storing or transporting of the Equlipment as provided in Section 13
or 15, as the case may be., The Lessee shall be entitled to control,
and shall assume full responsibility for, the defense of such

claim or liability. The Lessee shall promptly notify the Lessor

of any matter whilch may give rise to a claim or liabllity against
the Lessor or any assignee thereof pursuant to Section 16 hereof,
The Lessor shall have the right, but not the obligation, to defend
any such matter, subjJect to the Lessee's approval of the manner in
which such defense 1s made, which approval shall not be unreasonably
withheld.

SECTION 7. RULES, LAWS AND REGULATIONS.

The Lessee agrees to comply with all governmental laws,
regulations, requirements and rules (including, without limitation,
the rules of the United States Department of Transportation, the
Interstate Commerce Commlission and, to the extent applicable, the
current Interchange Rules or supplements thereto of the Mechanical
Division, Assoclation of American Rallroads as the same may be in
effect from time to time) (the "Interchange Rules") with respect
to the use and maintenance of each Item of Equipment subject to
this Lease. In case any equlpment or appllance is required to be
altered, added, replaced or modified on any Item of Equipment 1in
order to comply with such laws, regulations, requirements and
rules, the Lessee agrees to make such alterations, additions,
replacements and/or modifications at its own expense and title
thereto shall be immediately vested in the Lessor; provided, however,
that Lessee may, 1n good faith and by appropriate legal proceedings,
contest the validity or application of any such law, regulation,
requirement or rule in any reasonable manner which does not in the
opinion of the Lessor and Security Trustee adversely affect the
property rlghts, or interests of the Lessor and Security Trustee
in the Equipment or hereunder.

SECTION 8. USE AND MAINTENANCE OF EQUIPMENT.

The Lessee shall use the Equipment only in the manner
for which it was designed and intended and so as to subject it
only to ordinary wear and tear. The Lessee shall, at its own
cost and expense, maintaln and keep the Equipment in good order
and repalr, and 1n the condition received by the Lessee from the
Lessor, ordinary wear and tear excepted, and to the extent applicable,
sultable for use in interchange in accordance with the Interchange
Rules. Except as required by the provisions of Section 7 hereof,
the Lessee shall not modify any Item of Equipment unless (i) such
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‘modifications, additions or improvements shall comply with all of
the requirements set forth in Rev. Proc. 79-48 for advance ruling
purposes (and Lessee agrees to provide upon Lessor's request reason-
able evidence of such compliance), and (i1i) the Lessee shall have
obtained the prlor written authority and approval of the Lessor

and any assignee pursuant to Section 16 hereof. The Lessor and the
Note Purchasers agree to consent to any modifications that do not
reduce the value or materlially change the character of such Item of
Equipment. Any parts installed or replacements made by the Lessee
upon any Item of Equlipment pursuant to Sectlon 7 hereof or pursuant
to 1ts obligation to malntain and keep the Equipment in good order,
condition and repair under this Section 8 or which meet the require-
ments of clause (1) of the preceding sentence shall in each case

be consldered accesslions to such Item of Equlpment and tiltle thereto
shall be 1lmmedlately vested in the Lessor without cost or expense

to the Lessor. The Lessee shall make no other additions or improve-
ments to any Item of Equipment unless the same are readlly removable
without causing material damage to such Item of Equipment. Title

to any such readilly removable additions or improvements shall

remain with the Lessee. If the Lessee shall at its cost cause

such readily removable additions or improvements to be made to any
Item of Equipment, the Lessee may, or at the request of the Lessor,
the Lessee shall, prior to the return of such Item of Equipment to
the Lessor hereunder, remove the same at its own expense without
causing material damage to such Item of Equlipment.

SECTION 9. LIENS ON THE EQUIPMENT.

The Lessee shall pay or satlsfy and discharge any and
all claims against, through or under the Lessee and 1its successors
or assigns which, if unpald, might constitute or become a lien or
a charge upon any Item of Equipment, and any liens or charges which
may be levlied agalnst or 1mposed upon any Item of Equipment as a
result of the failure of the Lessee to perform or observe any of
its covenants or agreements under this Lease and any other liens
or charges which arise by virtue of claims against, through or
under any other party other than the Lessor or the Trustors, but
the Lessee shall not be requlired to pay or discharge any such
claims so long as it shall, in good faith and by appropriate legal
proceedings contest the vallidity thereof in any reasonable manner
which will not affect or endanger the title and interest of the
Lessor or the security interest or other rights of any assignee
under Section 16 hereof in and to the Equipment. The Lessee's
obligatlions under this Section 9 shall survive the expiration or
earlier termination of this Lease.

SECTION 10. FILING; PAYMENT OF STATE AND LOCAL TAXES.

10.1. PFiling. Prior to the delivery and acceptance
of the first Item of Equlpment hereunder, the Lessee will cause
this Lease and the Securlty Agreement to be duly filed, reglstered
or recorded with the Interstate Commerce Commlssion in accordance
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with 49 U.S.C. §11303 and in such other places within or without
the United States as the Lessor or the Security Trustee may
reasonably request and will furnish the Lessor and the Securilty
Trustee proof thereof. The Lessee willl, from time to time, do and
perform any other act and will execute, acknowledge, delilver,
file, register and record (and will refile, rereglster or rerecord
whenever required) any and all further instruments requlred by law
or reasonably requested by the Lessor or the Security Trustee, for
the purpose of protecting the Lessor's title to, or the Security
Trustee's securlity interest in, any Item of Equipment to the satis-
factlion of the Lessor's or the Security Trustee's counsel or for
the purpose of carrylng out the intention of this Lease, and in
connection with any such actlon, will deliver to the Lessor and
the Security Trustee proof of such filings and an opinion of the
Lessee's counsel reasonably satisfactory to the Lessor and the
Security Trustee that such actlon has been properly taken. The
Lessee wlll pay all costs, charges and expenses incident to any
such filing, refiling, recording and rerecording or depositing

and redepositing of any such instruments or incident to the

taking of such actlon.

10.2. Payment of State and Local Taxes. All payments
to be made by the Lessee hereunder will be free of expense to
the Lessor, in both 1ts individual and fiduciary capacities, the
Trustors and any assignee of the Lessor pursuant to Section 16
hereof (including, without limitation, the Security Trustee and
the Note Purchasers) and thelr respective successors and assigns
(the "Indemnitees") for collection or other charges and will be
free of expense to the Indemnitees with respect to the amount of
any local, state, Federal or foreign taxes (other than any United
States Federal income tax and, to the extent that the Indemnitee
recelves credit therefor agalnst its Unlted States Federal income
tax liability, any forelgn Ilncome tax payable by the Indemnitce
in consequence of the receipt of payments provided hereln and
other than the aggregate of all (1) state and city income taxes
and franchise taxes measured by net income, (i1i) state and city
taxes computed on a basis other than net income and imposed as a
direct alternative to any taxes described in clause (1) above, and
(111) any other state and city taxes, to the extent such taxes
are actually credited agalinst taxes whilch are described in clause
(1) above and which are otherwlse payable to such states and
cities, except any taxes described in clause (1), (1ii) or (111)
above, which are in substitution for or relieve the Lessee from
the payment of taxes which 1t would otherwise be obligated to pay
or reilmburse as herein provided), assessments, documentary stamp
taxes, or license fees and any charges, fines or penalties 1n
connection therewith (hereinafter called "Impositions") now or
hereafter levied or imposed upon or 1in connection with or measured
by this Lease or any sale, rental, use, payment, shipment, delivery
or transfer of title or return or other disposition of any Items of
Equipment under the terms hereof or the Security Agreement, all
of which Impositions the Lessee assumes and agrees to pay on
demand 1n additlon to the payments to be made by 1t provided for
herein. The Lessee will also pay promptly all Impositions which
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may be imposed upon any Item or for the use or operation thereof

or upon the earnings arising therefrom or upon the Indemnitee
solely by reason of the ownershlp thereof and willl keep at all
times all and every part of such Item free and clear of all
Impositions which might in any way affect the title of the Lessor
or the securlty interest of the Securlity Trustee or result in a
lien upon any such Item; provided, however, that the Lessee shall
be under no obligation to pay any Impositions so long as 1t 1s
contesting 1n good faith and by approprilate legal proceedlngs such
Impositions and the nonpayment thereof does not, in the reasonable
opinion of the Indemnitee, adversely affect the title, property

or rights of the Lessor hereunder or the securlity interest of the
Security Trustee. If any Impositions shall have been charged or
levied against any Indemnitee directly and paid by such Indemnitee

the Lessee shall reimburse such Indemnitee on presentation of an
involce therefor.

In the event any reports (other than reports required
to be filed only by car lessors engaged in the business of
leasing railroad rolling stock) with regard to Impositions are
required to be made on the basls of individual Items or otherwlse,
the Lessee will, where permitted to do so under applicable rules
or regulations, make and timely flle such reports in such manner
as to show the interest of the Lessor and the Securlty Trustee in
the Items as shall be satisfactory to the Lessor and the Security
Trustee or, where not so permitted, will notify the Lessor and
the Security Trustee of such requirement and willl assist in prepara-
tion of such reports by the Lessor or the Security Trustee in such
manner as shall be satisfactory to the Lessor and the Security
Trustee.

In the event that, during the continuance of this Lease,
the Lessee becomes liable for the payment or relmbursement of any
Impositions, pursuant to thls Section 10.2, such liability shall
continue, notwithstanding the expiration of this Lease, until all
such Impositions are pald or reimbursed by the Lessee.

The Lessee shall, whenever reasonably requested by any
Indemnitee, submit to such Indemnitee evidence satisfactory to
such Indemnitee of, the Lessee's performance of 1ts dutles under
this Sectlon 10.2. The Lessee shall also furnish promptly upon
request such data as any Indemnitee reasonably may require to
permit such Indemnltee's compllance with the requirements of taxing
Jurisdictions, including, but not limited to, information relating
to the use of any Item or Items outslde the United States of Amerlca.

The partles hereto acknowledge that the Egquipment
becomes a part of the mass of property used by the Lessee 1n 1its
operations as a common carrier by rail. Consequently, the parties
agree that the Lessee shall include the Equipment in the ad valorem
tax returns to be filled by the Lessee in the applicable states or
localities and that no Indemnitee shall include the Equipment in
any ad valorem tax returns filed by 1t 1in such states or localitiles.
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The amount which the Lessee shall be required to pay to
any Indemnitee with respect to any Imposition which is subject to
indemnification under this Section 10.2 shall be an amount
sufficient to restore such Indemnitee to the same net after-tax
rate of return and after-tax cash posltion, after consldering the
effect of such payment and such Imposition on 1ts United States
Federal income taxes and state and local income taxes or franchise
taxes based on net income, that such Indemnitee would have had or
been in had such Imposlitlion not been 1mposed.

SECTION 11. INSURANCE; PAYMENT FOR CASUALTY OCCURRENCE.

1l.1. Insurance. The Lessee agrees that it will at
all times during the term of thils Lease and during any return and
storage period hereunder and at 1ts own cost and expense keep each
Item of Equipment insured against loss by fire, collision, derall-
ment, and explosion and with extended coverage and agalnst such
other risks as are customarily insured agalinst by raillroad companles
at not less than the Casualty Value of such Item of Equipment as
of the next followling rental payment date and will maintain general
public liability insurance with respect to the Equipment against
damage because of bodily injury, 1lncluding death, or damage to
property of others, such lnsurance to afford protection to the
limit maintalned by the Lessee with respect to similar equipment
which 1t owns or leases. Any such property 1insurance may have
deductible provisions to no greater extent than are customary with
railroad companies in the aggregate 1In any slngle occurrence, and
any public liability 1lnsurance may have deductible provisions to
no greater extent than are customary with rallroad companles in
the aggregate 1n any single occurence. All such 1lnsurance shall
cover the Iinterest of the Lessor, in both i1ts Indilvidual and fiducilary
capacities, the Trustors and any assignee of the Lessor (including,
without limitation the Security Trustee) and the Lessee, as their
interests may appear, 1in the Equlpment or, as the case may be,
shall protect the Lessor, 1in both its individual and fiduciary
capacities, the Trustors and any assignee of the Lessor (including,
without limitation, the Securlity Trustee) and the Lessee, in respect
of risks arisling out of the condltion, maintenance, use, ownershilp
and operation of the Equipment and shall provide that proceeds, 1if
any, 1n respect to the Equlpment shall be payable to the Lessee,
the Lessor, the Trustors and the Securlty Trustee as thelr respective
interests may appear. All policies of insurance maintalned pursuant
to thils Sectilon shall provide therein or by endorsement that not
less than 30 days' prior written notice of cancellation or modifica-
tion (if such advance notice period 1s consistent with insurance
industry practices) shall be given to the Security Trustee, the
Trustors and the Lessor. As to the interest of the Lessor, the
Trustors or the Security Trustee therein, no such insurance shall
be invalidated by any foreclosure or other remedial proceedings
or notices thereof relating to the Equipment or any 1interest therein
nor by any change 1n the title or ownership of the Equipment or
any Ilnterest thereln or wilth respect thereto or by the use or
operation of the Equipment for purposes more hazardous than 1s
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permitted by such policy. The Lessee warrants and affirms that

it will satisfy all obligations under such policy necessary to

keep such Insurance in full force and effect. No such policy

shall requlre co-insurance. Upon receipt by the Lessee of notice

of the assignment of thlis Lease and the rents and other sums payable
hereunder pursuant to Section 16 hereof, the Lessee shall cause

the property insurance on the Equipment to provide that the proceeds,
if any, shall be payable to the Securlty Trustee under a standard
mortgage loss payable clause satisfactory to the Lessor, the Trustors,
the Lessee, the Security Trustee and the Note Purchasers. To the
extent permitted by the terms of applicable insurance coverage,

any loss under the property insurance pollcy referred to above

shall be adjusted with the Lessee. The Lessee shall further furnish
the Lessor, the Trustors and the Security Trustee with certificates
or other satisfactory evidence of maintenance of the 1lnsurance
required hereunder and with respect to any renewal policy or policies
shall furnish certificates or binders evidencing such renewal as

soon as practicable but in no event later than 90 days after the
expiration date of the original policy or policles. All insurance
provided for in this Section shall be effective with 1nsurance
companies or insurers having all necessary power and authority to
furnish the required coverage.

The proceeds of any property 1insurance received by the
Lessor or the Security Trustee shall be held by such party until
the repairs referred to in clause (1) below are made as specified
therein or payment of the Casualty Value is made, but in no case
longer than one year and will be pald either (1) to the Lessee
within 30 days followling receipt by the Security Trustee of a
written application signed by the Lessee for payment of, or to
reimburse the Lessee for payment of, the costs of repairing or
restoring the Item of Equipment which has been lost or damaged
(which application shall be accompanied by reasonably satisfactory
evidence of such cost and the completion of such repalr or restora-
tion), or (i1ii) 1f this Lease 1s terminated with respect to such
Item of Equipment because of a Casualty Occurrence and the Lessee
has pald the Casualty Value due as a result thereof, such proceeds
shall be applied in the manner as 1s provided for the disposition
of insurance proceeds in Section 11.5 hereof; provided that, if
the Lessee 1s at the time of the application in default in the
payment of any other 1liability of the Lessee to the Lessor hereunder,
such proceeds may be applied against such liability.

11,2. Duty of Lessee to Notify Lessor. In the event
that any Item of Equipment shall be or become lost, stolen, destroyed,
or, 1n the reasonable opinlon of the Lessee, 1irreparably damaged
or permanently rendered unfit for use from any cause whatsoever
during the term of this Lease or thereafter while such Item of
Equlpment 1s in the possesslion of the Lessee pursuant to Sectlon
13 or 15 hereof, or title or use thereof shall be requisitioned or
taken by any governmental authority under the power of emlnent
domain or otherwise during the term of thls Lease for a stated
perliod which exceeds the then remalning term of this Lease, or the
Lessee 1is unable to return any Item of Equipment at the end of the
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term of the Lease because such Item has been requisition or taken

by any governmental authority (any such occurrence being hereinafter
called a "Casualty Occurrence"), the Lessee shall promptly and

fully (after it has knowledge of such Casualty Occurrence) inform
the Lessor and any assignee thereof pursuant to Section 16 hereof

in regard thereto (including, without limitation, the Assignee)

and shall pay the Casualty Value (as defined in Section 11.6 hereof)
of such Item 1n accordance with the terms of Section 11.3 hereof.

11.3. Sum Payable for Casualty Loss. The Lessee, on
the Term Lease Commencement Date or next succeeding Fixed Rental
payment date or the last day of any storage period pursuant to
Sectlion 13 hereof, as the case may be, following its determination
that a Casualty Occurrence has taken place with respect to any
Item of Equipment, shall pay to the Lessor (1) any rentals or
other sums due on or prilor to such date then remaining unpaid,
plus (1i) a sum equal to the Casualty Value of such Item of Equipment
as of the date of such payment.

11.4. Rent Termination. Upon (and not until) payment
of all sums required to be pald pursuant to Section 11.3 hereof
in respect of any Item or Items of Equipment, the obligation to
pay rent for such Item or Items of Equipment accrulng subsequent
to the Casualty Value payment date shall termlnate, but the
Lessee shall continue to pay rent for all other Items of Equipment.

11.5. Disposition of Equipment. The Lessee shall, as
agent for the Lessor, use 1ts best efforts to dispose of such Item
or Items of Equipment having suffered a Casualty Occurrence as
soon as 1t 1s able to do so at the best price available; it being
understood that the purchaser thereof may be the Lessee provided
that the Lessee shall have so used its best efforts and shall itself
pay such best price. Any such disposition shall be on an "as-is",
"where-1s" basls without representation or warranty, express or
implied (including, without limitation, those representations and
warrantlies expressly disclaimed in Section 5 hereof). Upon the
Lessee's request, the Lessor shall provide the Lessee with a bill
of sale or any other documents reasonably necessary for the Lessee's
disposition of the Items suffering a Casualty Occurrence. Any
payments received at any time by the Lessor or the Lessee from any
governmental authority, insurer or other party with respect to a
Casualty Occurrence to an Item of Equipment will be applied as
follows:

(a) so much of such payments as shall not exceed
the Casualty Value required to be pald pursuant to
Section 11.3 (plus any indemnification payment required
pursuant to Section 6 hereof) shall be applied in
reduction of the Lessee's obligation to pay such
Casualty Value (plus any such indemnification payment),
if not already paid by the Lessee, or, if already paid
by the Lessee, shall be applied to reimburse the Lessee
for its payment of such Casualty Value (plus any such
indemnification payment), and following such application
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there shall be paid to Lessee so much of the balance,

if any, remalning thereafter as 1s equal to the excess,
if any, of (i) the present value (at a discount rate

of 13%) of the Fair Market Rental (determined at the
expense of the Lessee and Lessor shared equally) for

such Item for the balance of the term of the Lease for
such Item over (1i) the present value (discounted at such
rate) of all remaining Fixed Rent for such Item, and

(b) any remaining balance after such application
and such payment to the Lessee to be thereafter paid
over to, or retalned by, the Lessor.

Notwithstanding the provisions of Section 18.2 hereof, if Lessor
and Lessee are unable to agree, for purposes of this Section, on
the Fair Market Rental of an Item or Items of Equlipment, the same
shall be determined by Janney Montgomery Scott Inc., or such other
independent appraliser as may be mutually acceptable. If Janney
Mongtomery Scott Inc. refuses or 1s unable to act, and the parties
are unable to agree on a mutually acceptable appralser, then Fair
Market Rental shall be determined in accordance with the provisions
of Section 18.2 hereof.

11.6. Casualty Value. The Casualty Value of each Item
of Equlipment shall be an amount determlined as of the date the
Casualty Value is paid as provided in this Section 11 (and not
the date of the Casualty Occurrence) equal to that percentage of
the Total Cost (as defined in the Participation Agreement) of
such Item of Equipment set forth in the Schedule of Casualty
Value attached hereto as Schedule C opposite such date of payment.

11.7. Risk of Loss. The Lessee shall bear the risk
of loss and, except as hereinabove in this Section 11 provided,
shall not be released from 1ts obligations hereunder in the event
of any Casualty Occurrence to any Item of Equipment from and after
the date hereof and continuing until payment of the Casualty
Value and all rental installments and other sums due on and prior
to the date of payment of such Casualty Value in respect of such
Item of Equipment has been made, such Item or the salvage thereof
has been disposed of by the Lessor and the title to such Item or
the salvage thereof and all risk of loss and liabllitles incident
to ownership have been transferred to the purchaser of such Item
or the salvage thereof.

11.8. Eminent Domain. In the event that during the
term of thls Lease the use of any Item of Equlpment 1s requisitioned
or taken by any governmental authority under the power of eminent
domain or otherwlse for an indefinite period or for a stated
period which does not exceed the term of thls Lease, the Lessee's
obligation to pay all installments of rental and other sums
shall continue for the duration of such requisitioning or taking.
So long as no Event of Default, or event which with the lapse
of time or giving of notice, or both, shall have occurred and
be continulng, the Lessee shall be entitled to receive and
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retain for 1ts own account all sums payable for any such period

by such governmental authority as compensation for requisition
or taking of possession.

SECTION 12. ANNUAL REPORTS.

12.1. Duty of Lessee to Furnish. On or before the first
May 1 which occurs more than four months following the date of this
Lease and on each May 1 thereafter, the Lessee will furnish to the
Lessor, the Trustors and any asslgnee of the Lessor pursuant to
Section 16 hereof (including, without limitation, the Security
Trustee and the Note Purchasers) an accurate statement, as of the
preceding December 31 (a) showilng the amount, description and
numbers of the Items of Equipment then leased hereunder, the amount,
description and numbers of all Items of Equipment that may have
suffered a Casualty Occurrence during the 12 months ending on such
December 31 (or since the date of this Lease, in the case of the
first such statement), and such other information regarding the
condition or repair of the Equipment as the Lessor may reasonably
request, and (b) stating that, in the case of all Equipment repainted
during the period covered by such statement, the markings requlred
by Section 4.2 hereof shall have been preserved or replaced.

12.2. Lessor's Inspection Rights. The Lessor, the
Trustors and any assignee of the Lessor pursuant to Section 16
hereof (including, without limitation, the Security Trustee and
the Note Purchasers) each shall have the right, at theilr respective
sole cost and expense, by their respective authorized representative,
to inspect the Equipment and the Lessee's records with respect
thereto, at such time as shall be reasonably necessary to confirm
thereto the exilstence and proper maintenance of the Equipment
during the continuance of this Lease.

SECTION 13. RETURN OF EQUIPMENT UPON EXPIRATION OF TERM.

Upon the expiration of the term of this Lease with respect
to any Item of Equipment, the Lessee will, at 1its own cost and
expense, at the request of the Lessor, deliver possession of such
Item of Equipment to the Lessor upon such storage tracks of the
Lessee as the Lessor may designate, or in the absence of such
designation, as the Lessee may select, and permit the Lessor to
store such Item of Equlpment on such tracks for a period not
exceeding 180 days and transport the same at any time within such
180-day period to any reasonable place on any railroad lines operated
by the Lessee or to any connecting carrler for shipment, all as
directed by the Lessor upon not less than 30 days' wrltten notice
to the Lessee. All movement and storage of each such Item is to
be at the risk and expense of the Lessee. During any such storage
period the Lessee will permlt the Lessor or any person designated
by 1t, including the authorized representative or representatives
of any prospective purchaser of any such Item, to lnspect the
same; provided, however, that the Lessee shall not be liable,
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except in the case of negligence of the Lessee or of its employees
or agents, for any injury to, or the death of, any person exercising,
either on behalf of the Lessor or any prospective purchaser, the
rights of inspection granted under this sentence. The assembling,
delivery, storage and transporting of the Equipment as hereinbefore
provided are of the essence of this Lease, and upon application to
any court of equity having Jurisdiction 1in the premises the Lessor
shall be entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee to so assemble, deliver,
store and transport the Equipment. All amounts earned in respect
of the Equipment after the date of explration of this Lease after
deduction of the reasonable expenses of the Lessee incident thereto,
shall belong to the Lessor and, if received by the Lessee, shall

be promptly turned over to the Lessor. In the event any Item of
Equlipment 1s not assembled, delivered and stored as hereinabove
provided within 30 days after the expiration of this Lease, the
Lessee shall, in addition, pay to the Lessor for each day thereafter
an amount equal to the amount, if any, by which the higher of

(1) an amount equal to 0.0382514% of the Total Cost of such Item

of Equipment, or (i1) the Fair Rental Value (determined in the
manner provided in Section 18 hereof) for such Item for each

such day exceeds the amount, if any, received by the Lessor

(either directly or from the Lessee) for such day for such Item
pursuant to the preceding sentence.

SECTION 14. DEFAULT.

14.1. Events of Default. Any of the following events
shall constitute an Event of Default hereunder:

(a) Default shall be made in the payment of
any part of the rental or Casualty Value provided in
Section 2 or 11 hereof and such default shall continue
for five business days;

(b) The Lessee shall make or permit any assignment
or transfer of this Lease, or of possession of the
Equipment, or any portion thereof not permitted by this
Lease, and the Lessee shall, in the case of any such
assignment or transfer of possession of the Equipment
made without 1ts knowledge or consent, fail to secure
a reassignment or retransfer of the Equipment within
thirty days after recelpt of written notice from
Lessor so demanding;

(c) Default shall be made in the observance or
performance of any other of the covenants, conditions
and agreements on the part of the Lessee contalned
herein or in the Participation Agreement, the Hulk
Purchase Agreement and the Reconstruction Agreement,
and such default shall continue for 30 days after
written notice from the Lessor to the Lessee, specifying
the default and demanding the same to be remedied;
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(d) Any representation or warranty made by the
Lessee herein or 1n the Participation Agreement,
the Hulk Purchase Agreement or the Reconstruction
Agreement or in any statement or certificate furnished
to the Lessor, the Securlty Trustee or the Note
Purchasers pursuant to or in connectlon with thils Lease,
the Particlpation Agreement, the Hulk Purchase Agreement
or the Reconstruction Agreement 1s untrue 1in any material
respect as of the date of issuance or making thereof;

(e) Any proceedings shall be commenced by or
against the Lessee for any relief which includes, or
mlight result in, any modification of the obligations
of the Lessee hereunder, under any bankruptcy or
insolvency law or laws relating to the relief of
debtors, readjustments of indebtedness, reorganizations,
arrangements, compositions or extensions (other than
a law which does not permit any readjustments of the
obligations of the Lessee hereunder), and, unless such
proceedings shall have been dismissed, nullified, stayed
or otherwise rendered ineffective (but then only so
long as such stay shall continue in force or such
ineffectiveness shall continue), all the obligations
of the Lessee under this Lease shall not have been duly
assumed 1in writing, pursuant to a court order or decree,
by a trustee or trustees or receiver or receivers appointed
for the Lessee or for the property of the Lessee in
connectlion with any such proceeding in such manner that such
obligations shall have the same status as obligations
incurred by such trustee or trustees or recelver or
recelvers, within 30 days after such appointment, if
any, or 60 days after such proceedings shall have been
commenced, whichever shall be earlier; or

(f) A petition for reorganization under Chapter 11
of the Bankruptecy Reform Act of 1978, as now constituted
or as hereafter amended, shall be filed by or against
the Lessee and, unless such petition shall have been
dismissed, nullified, stayed or otherwlse rendered
ineffective (but then only so long as such stay shall
continue in force or such 1lneffectiveness shall continue),
all the obligations of the Lessee under this Lease
shall not have been duly assumed in writing, pursuant
to a court order or decree, by such trustee or trustees
appointed 1n such proceedings in such manner that
such obligations shall have the same status as obligations
incurred by such trustee or trustees, within 30 days
after such appointment, if any, or 60 days after such
petition shall have been filed, whichever shall be
earlier.

-14.2. Remedies. If any Event of Default has occurred
and is continuing, the Lessor or, in the event this Lease shall
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be assigned to an assignee pursuant to Section 16 hereof, such
assignee, at its option, may:

(a) Proceed by appropriate court action or actions,
either at law or in equity, to enforce performance
by the Lessee of the applicable covenants of this
Lease or to recover damages for the breach thereof,
including reasonable attorneys' fees and such additional
amounts as are sufficient to restore the Trustors to
the same net after-tax rate of return and after-tax
cash posltion, after considerling the effect of the
receipt of such damages and amounts on their United
States Federal income tax and state and local taxes or
franchise taxes based on net income, that the Trustors
would have realized or would have been in had such
breach not occurred; and/or

(b) By notice in writing to the Lessee, terminate
thlis Lease, whereupon all right of the Lessee to the
use of the Equipment shall absolutely cease and terminate
as though this Lease had never been made, but the Lessee
shall remaln liable as herelnafter provided; and thereupon,
the Lessor may by 1ts agents enter upon the premises of
the Lessee or other premises where any of the Equlpment
may be located and take possession of all or any of the
Items of Equipment and thenceforth hold, possess and
enjoy the same free from any right of the Lessee, or
1ts successors or asslgns, to use such Items for any
purpose whatever, but the Lessor shall nevertheless
have a right to recover from the Lessee any and all
amounts which may have accrued to the date of such
termination (computing the rental for any number of
days less than a full rental period by multiplying the
rental for such full rental period by a fraction of
which the numerator is such number of days and the
denominator is the total number of days in such full
rental perlod) and also to recover forthwith from the
Lessee (i) as damages for loss of the bargain and not
as a penalty, whichever of the followlng amounts the
Lessor, in its sole discretion, shall specify: (x) a
sum with respect to each Item of Equipment which represents
the excess of the present worth, at the time of such
termination, of all rentals for such Item which would
otherwlise have accrued hereunder from the date of such
termination to the end of the term of thls Lease over the
then present worth of the then Falr Rental Value of such
Item for such perilod, such present worth to be computed
in each case on a basis of an 8% per annum discount,
compounded semi-annually from the respective dates upon
which rentals would have been payable hereunder had
this Lease not been terminated, or (y) an amount equal
to the excess 1if any of the Casualty Value of such Item
of Equipment as of the rent payment date on or immediately
preceding the date of termination over the Falr Market
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Value thereof at such time; provided, however, that in

the event the Lessor shall have sold any Item of Equipment,

the Lessor, in lieu of collecting any amounts payable

to the Lessor by the Lessee pursuant to the preceding

clauses (x) and (y) of this part (1) with respect thereto

may, 1f 1t shall so elect, demand that the Lessee pay

the Lessor and the Lessee shall pay to the Lessor, on the

date of such sale, as liquidated damages for loss of

a bargain and not as a penalty, an amount equal to the

excess, if any, of the Casualty Value of such Item of Equipment
as of the rent payment date on or immediately preceding the
date of termination over the net proceeds of such sale, and
(11) any damages and expenses, other than for a failure to

pay rental, 1in addition thereto, including reasonable attorneys'
fees, which the Lessor shall have sustained by reason of

the breach of any covenant or covenants of this Lease other
than for the payment of rental.

For purposes of Section 14.2 above, the Fair Rental Value and
Fair Market Value for any Item of Equipment shall be determined
in the manner provided for appralsal arrangements specified in
Section 18.2 hereof; provided that any sale in a commercially
reasonable manner of any Item of Equipment prior to any such
determination shall concluslvely establish the Fair Market Value
of such Item and any rental in a commerclally reasonable manner
of any Item of Equipment prior to any such determination shall
conclusively establish the Falr Rental Value of such Item.

14,3, Cumulative Remedies. The remedies in this Lease
provided in favor of the Lessor shall not be deemed exclusive, but
shall be cumulative and shall be in addition to all other remedies
in its favor exlsting at law or in equity. The Lessee hereby
waives any mandatory requlrements of law, now or hereafter in
effect, whilch might limilt or modify any of the remedies hereiln
provided, to the extent that such waiver 1s permitted by law.

The Lessee hereby walves any and all exlsting or future claims of
any rlght to assert any offset against the rent payments due
hereunder, and agrees to make the rent payments regardless of

any offset or claim which may be asserted by the Lessee on its
behalf 1n connection with the lease of the Equipment.

14.4, Lessor's Fallure to Exercise Rights. The failure
of the Lessor to exercise the rights granted it hereunder upon any
occurrence of any of the contingencies set forth hereln shall not
constitute a waiver of any such right upon the continuation or
recurrence of any such contingencies or simllar contingencies.

14.5. Notice of Event of Default. The Lessee also
agrees to furnish to the Lessor, the Security Trustee and the Note
Purchasers, promptly upon any responsible officer becoming aware
of any condition which constituted or constitutes an Event of
Default under this Lease or which, after notice or lapse of time,
or both, would constitute such an Event of Default, written notice
specifying such condition and the nature and status thereof. For
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the purposes of this Section 14.5 a "responsible officer" shall

mean, wilth respect to the subJect matter of any covenant, agreement

or obligation of the Lessee 1in this Lease contalned, any corporate
officer of the Lessee who, in the normal performance of his operational
responsibllities, would have knowledge of such matter and the
requirements of this Lease with respect thereto.

SECTION 15. RETURN OF EQUIPMENT UPON DEFAULT.

15.1. Lessee's Duty to Return. If the Lessor or any
assignee of the Lessor pursuant to Section 16 hereof shall
terminate this Lease pursuant to Sectlon 14 hereof, the Lessee
shall forthwith deliver possession of the Equipment to the
Lessor. For the purpose of delivering possesslon of any Item
of Equipment to the Lessor as above required, the Lessee shall
at 1ts own cost, expense and risk (except as hereilnafter stated):

(a) Forthwith place such Equipment in such
reasonable storage place on the Lessee's lines of
rallroad as the Lessor may designate or, in the
absence of such designation, as the Lessee may select;
provided that, in the event the Lessor shall designate
storage tracks which are then unavailable either
because such tracks are then being used to store
equlpment owned by a third party pursuant to a
contractual obligation of the Lessee to provide 4
storage therefor or because the storage of the Items
of Equipment on such tracks would materially impair
the ability of the Lessee to meet 1its obligations
to perform services as a common carrier to the
public, then the Lessee agrees to so store the Items
of Equipment upon such other storage tracks as shall
then be so avallable and nearest to such storage
tracks designated by the Lessor;

(b) Permit the Lessor to store such Equipment
in such reasonable storage place on the Lessee's
lines of rallroad without charge for 1nsurance,
rent or storage until such Equipment has been sold,
leased or otherwise disposed of by the Lessor and
during such period of storage the Lessee shall continue
to maintain all insurance required by Section 1l.1
hereof; and

(¢) Transport the Equipment to any place on
the lines of rallroad operated by the Lessee or to
any connecting carrier for shipment, all as the
Lessor may direct in writing.

All amounts earned in respect of the Equipment after the
date of termination of thils Lease after deduction of the reasonable
expenses of the Lessee incident thereto, shall belong to the Lessor
or in the event this Lease has been assigned pursuant to Section 16

-23-



hereof, to such assignee, and, if recelved by the Lessee, shall be
promptly turned over to the Lessor, or in the case of such assignment,
to such assignee. In the event any Item of Equipment is not assembled,
delivered and stored as hereinabove provided within 30 days after

the termination of this Lease, the Lessee shall, in addition, pay

to the Lessor or, in the case of such assignment, to such assignee

for each day thereafter an amount equal to the amount, if any, by
which the higher of (1) an amount equal to 0.0382514% of the Total
Cost of such Item of Equlpment, or (ii1) the Failr Rental Value
(determined in the manner provided in Section 18 hereof) for such
Item of Equipment for each such day exceeds the amount, 1if any,
received by the Lessor or such assignee (either directly or from

the Lessee) for such day for such Item pursuant to the preceding
sentence,

15.2. Specific Performance. The assembling, delivery,
storage and transporting of the Equipment as hereinbefore provided
are of the essence of this Lease, and upon application to any
court of equity having Jjurisdiction in the premises, the Lessor
shall be entitled to a decree agalnst the Lessee requiring specific
performance of the covenants of the Lessee so to assemble, delilver,
store and transport the Equlipment.

15.3. Lessor Appointed Lessee's Agent. Without in
any way limiting the obligation of the Lessee under the foregoing
provisions of this Section 15, the Lessee hereby irrevocably
appoints the Lessor as the agent and attorney of the Lessee,
with full power and authority, at any time while the Lessee 1s
obligated to deliver possession of any Items of Equlpment to the
Lessor, to demand and take possession of such Item in the name
and on behalf of the Lessee from whomsoever shall be at the time
in possession of such Item.

SECTION 16. ASSIGNMENTS BY LESSOR.

This Lease and all rent and all other sums due or to
become due hereunder may be assigned in whole or in part by the
Lessor without the consent of the Lessee, but the Lessee shall be
under no oblligation to any assignee of the Lessor except upon
written notice of such assignment from the Lessor. Upon notice to
the Lessee of any such assignment, the rent and other sums payable
by the Lessee which are the subjJect matter of the assignment shall
be paid to or upon the written order of the assignee. Without
limiting the foregoing, the Lessee further acknowledges and agrees
that (i) the rights of any such assignee in and to the sums payable
by the Lessee under any provision of thls Lease shall not be subject
to any abatement whatsoever and shall not be subJect to any defense,
setoff, counterclalm or recoupment whatsoever whether by reason of
failure of or defect in the Lessor's title or the fallure of the
Lessor to afford the right of quiet enjoyment to the Lessee, or
any interruptlion from whatsoever cause in the use, operation or
possession of the Equipment or any part thereof, or any damage to
or loss or destruction of the Equipment or any part thereof, or by
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reason of any other indebtedness or liability, howsoever and when-
ever arising, of the Lessor to the Lessee or to any other person,
firm or corporation or to any governmental authority or for any
cause whatsoever, it belng the intent hereof that, except 1in the
event of a wrongful act on the part of such assignee, the Lessee
shall be unconditionally and absolutely obligated to pay such
assignee all of the rents and other sums which are the subject
matter of the assignment, (11i) saild assignee shall, if an Event of
Default, or any event which with the lapse of time or the giving
of notice, or both, would constitute such an Event of Default,
shall have occurred and be continuing, have the sole right to
exercise all rights, privileges and remedles (either in 1its own
name or 1in the name of the Lessor for the use and benefit of said
assignee) which by the terms of this Lease are permitted or provided
to be exercised by the Lessor (except those rights, privileges and
remedies relating to amounts payable to the Lessor or the Trustors
pursuant to Sections 6, 10.2, 11.1 [with respect to public liability
insurance], 20 and 21.2 hereof which shall remain enforceable by
the Lessor and/or the Trustors), but if no Event of Default or
event whilch with the lapse of time or giving of notice, or both,
would constitute an Event of Default, shall have occurred and be
continuing, sald assignee, the Lessor and the Trustors may each
exerclse thelr respective rights, privileges and remedies stated
in this Lease to be provided for thelr respective benefits, and
(11i1) all obligations of the Lessor to the Lessee under this

Lease shall be and remain enforceable by the Lessee agalnst, and
only against, the Lessor.

It 1s understood and agreed that the right, title and
interest of any such asslgnee in, to and under this Lease and
the rents and other sums due and to become due hereunder shall
by the express terms granting and conveylng the same be subject
to the interest of the Lessee 1n and to the Equipment.

SECTION 17. ASSIGNMENTS BY LESSEE; USE AND POSSESSION.

17.1. Lessee's Rights to the Equipment. So long as no
Event of Default, or any event which with the lapse of time or the
giving of notice, or both, would constitute such an Event of Default,
shall have occurred and be contlnuing, the Lessee shall be entitled
to the possession and use of the Equipment 1n accordance with the
terms of this Lease, but, without the prior written consent of the
Lessor, the Lessee shall not assign, transfer or encumber 1its
leasehold interest under this Lease in any of the Equipment. The
Lessee shall not, without the prior written consent of the Lessor,
enter 1nto any sublease with respect to, part with the possession
or control of, or suffer or allow to pass out of 1ts possession or
control, any of the Equlipment, except to the extent permitted by
the provisions of Section 17.2 hereof. No assignment or sublease
entered into by the Lessee hereunder shall relieve the Lessee of
any liability or obligation hereunder which shall be and remain
those of a principal and not a surety.
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17.2. Use and Possession in Railroad Operations. So
long as the Lessee shall not be in default under this Lease, the
Lessee shall be entitled to the possesslon of the Equlipment and to
the use thereof upon the llnes of railroad owned or operated by it
(either alone or Jointly) or by any corporation, a majority of whose
voting stock (i.e., having ordinary voting power for the election of
a majority of its Board of Directors) 1s owned directly or indirectly
by the Lessee, or upon lines of rallroad over which the Lessee or
such corporation has trackage or other operating rights or over which
equlpment of the Lessee 1is regularly operated pursuant to contract
or upon connecting and other carriers In the usual interchange of
traffic or pursuant to run-through agreements, but only upon and
subject to all the terms and conditions of this Lease. Notwithstand-
ing the foregolng, the Lessee shall at no time throughout the term
of this Lease assign or permlit the assignment of any Item of Equlpment
to service (including, without limitation, the regular operation
or maintenance thereof) outside the continental United States, and
the Lessee agrees that the use of the Equipment outside the continental
United States shall be de minimus.

17.3. Merger, Consolidation or Acquisition of Lessee.
Nothing 1n this Section 17 shall be deemed to restrict the right
of the Lessee to assign or transfer its leasehold 1interest under
this Lease in the Equipment or possession of the Equipment to any
corporation into or with which the Lessee shall have become merged
or consolidated or which shall have acquired or leased all or
substantially all of the lines of rallroad of the Lessee, provided
that such assignees, successors or transferees shall have duly
assumed the obligations of the Lessee hereunder and that they will
not, upon the effectiveness of such merger or consolidation or
acquisition of properties and the assumptlon of such obligations,
be in default under any provision of this Lease and that such
merger or consollidation or acqulsition of Properties shall not
alter in any way the Lessee's obligations to the Lessor hereunder
which shall be and remaln those of a princlipal and not a guarantor.

SECTION 18. RENEWAL OPTION; RIGHT OF FIRST REFUSAL

18.1. Renewal Option. Provided that this Lease has
not been earlier terminated and the Lessee 1s not in default here-
under, the Lessee may by written notice delivered to the Lessor
not less than 180 days prior to the end of the origlnal term of
this Lease, elect to extend such original term of this Lease 1in
respect of all but not less than all the Items of Equipment then
covered by thls Lease for an additional two-year period commencing
on the scheduled expiration of such original term. Such extended
term of the Lease shall be on the same terms and conditions as are
contained in the Lease, except (x) as to the amount of rentals, which
shall be at a "Falir Market Rental" payable, in arrears, in semiannual
payments on the months and day such rentals were payable for the Items
in each year of the original term and (y) that the Casualty Value of
each Item on the first day of such extended terms shall be equal to
the "Fair Market Value" of such Item on such date and thereafter
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xsuch Casualty Value shall be reduced on a stralght line basis over
the estimated remaining useful 1life of such Item, all as determined
by the procedures herelnafter established.

18.2. Appraisal Procedure. Falr Market Rental, Falr Market
Value and estimated remaining useful 1life shall be agreed upon by
the Lessor and the Lessee or determined as provided in the next
paragraph, on the basis of (and shall be equal in amount to) the rental
or sale value which would obtain in an arm's length transaction
between an informed and willing lessee or vendee, as the case may be
(other than a lessee currently in possession), and an informed and
willing lessor or vendor, as the case may be, under no compulsion to
lease or sell, as the case may be, and, in such determination, costs
of removal from the location of current use shall not be a deduction
from such rental or sale value but there shall be excluded any
rental value or sale value attributable to additions, modifications
and 1improvements whlich the Lessee 1s entitled to remove pursuant
to Section 8 hereof, provided, however, that Fair Market Rental shall
be determined as provided in this sentence on the basls of the term
and other terms and conditions of the lease being considered; and
provided, further, that, in the determination of Falir Market Value,
the existence of the Lessee s right of first refusal pursuant to tnis
Section 18 shall be disregarded. Fair Market Rental, Fair Market
Value and estimated remaining useful 1ife of the Items shall be
determined upon the assumption that the Items shall have been maintained
in accordance with the provisions of Section 8 hereof.

If after 45 days from the giving of notice by the Lessee
of the Lessee's election to extend the term of this Lease, as provided
in Section 18.1, the Lessor and the Lessee are unable to agree
upon a determination of Fair Market Rental, Fair Market Value or
estimated remalning useful life, as the case may be, such Fair
Market Rental or Falr Market Value or such remaining useful life,
as the case may be, shall be determlined in accordance with the
following procedure: If either party to such determination shall
have given written notice to the other requesting determination of
Fair Market Rental, Falr Market Value or estimated remaining useful
life, by thils appralsal procedure, the parties shall consult for
the purpose of appointing a qualified independent appraiser by
mutual agreement. If no such appraiser is so appointed within 10
business days after such notice 1s given, each party shall appoint
an independent appraiser within 5 business days after such notice
i1s glven, and the two appraisers so appointed shall within 10
business days after such appointment, appoint a third independent
appraliser. If no such third appraiser is appointed within the time
permitted, the partles shall immedlately apply to make such appoint-
ment, to the American Arbitration Assoclation and both parties
shall be bound by any appointment so made. Any appralser or appralsers
appointed pursuant to the foregolng procedures shall be instructed
to determline Falr Market Rental, Falr Market Value or estimated
remalning useful 1life, as the case may be, of the Items subject to
the proposed extended lease term within 30 days after his or their
appointment. If the parties shall have appointed a single appralser
or if either party shall have falled to appoint an appraiser, the
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determination of a single appralser appointed shall be final. If
three appraisers shall be appointed, the determination of the
appralser which differs most from the other two appralsers shall

be excluded, the remaining two determinations shall be averaged

and such average shall be final and binding upon the parties hereto.
The appraisal proceedings shall be conducted in accordance with

the Commercial Arbitration Rules of the American Arbitration Assoclation
as 1n effect on the date hereof, except as modified hereby. The
provision for this appralsal procedure shall be the exclusilve

means of determining Falr Market Rental, Fair Market Value and
estimated remaining useful 1life, unless these are agreed upon by
the Lessor and the Lessee as provided for herein, and shall be 1n
lieu of any Judiclal or other procedure for the determination
thereof, and each party hereto hereby consents and agrees not to
assert any Judiclal or other procedures. The expenses of the
appralsal procedure shall be borne equally by the Lessee and the
Lessor.

18.3. Right of First Refusal. Provided that this Lease
has not been earlier terminated and the Lessee is not 1ln default
hereunder, iIn the event the Lessor elects to sell any Items of
Equlpment to third parties at the expiration of the original, or
if extended, the extended term of this Lease, the Lessee shall
be gilven wriltten notice of such intention prior to the expilration
of such term., In the event that the Lessor shall receive, prior
to removal of the Items at the end of such term of the Lease or
any applicable storage period, a bona fide offer in writing from
another party unrelated to the Lessee to purchase the Items and
the Lessor elects to sell the Items pursuant to such offer at the
expiration of such term of this Lease, the Lessor shall give written
notlce to the Lessee of such offer. Such notice shall include the
prlice and the terms and conditlions of payment offered by the other
party in writing to the Lessor. The Lessee shall have the sole
right and option to purchase all such Items offered at the higher
of (x) the Fair Market Value, in cash, of such Items, or (y) the
price, 1n cash, at which the Items are proposed to be sold or
under the other terms and conditlons of payment offered by the
other party, as hereinafter provided. Within 10 business days of
recelipt of notice from the Lessor, the Lessee shall exercise such
purchase right by delivery to the Lessor of a written notice spec-
ifying a date of purchase, which date shall not be later than the
later of (1) 15 days after the date of delivery of such notice by
the Lessee to the Lessor, or (11) 90 days after the expiration of
such term of this Lease. In the event that the Lessee shall have
delivered a notice of its election to purchase the Items, this
Lease (including the obligation to pay rent) shall be further
extended upon the same terms and conditions set forth herein from
the date such notice 1s dellvered to the Lessor until the date of
such purchase.

18.4., Delivery of Equipment. Unless the Lessee has
elected to purchase the Items of Equipment then leased hereunder
or to renew this Lease 1n respect of such Items of Equlpment as
provided in this Section 18, all of such Items of Equipment shall
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be returned to the Lessor at the end of the original term, or the
extended term, as the case may be, 1n accordance with Section 13
hereof.

SECTION 19. INTEREST ON OVERDUE RENTALS AND AMOUNT PAID BY
LESSOR.

Anything to the contrary herein contalined notwithstanding
any nonpayment of rent due hereunder, or amounts expended by the
Lessor on behalf of the Lessee, shall result in the additional
obligation on the part of the Lessee to pay also an amount equal
to 14% per annum (or the highest lawful rate, whichever 1is less)
on the overdue rentals and amounts expended for the period of time
during which they are overdue or expended and not repaid.

SECTION 20. FEDERAL INCOME TAX INDEMNIFICATION.

(a) Loss of Assumed Tax Benefits. If:

(1) the Trustors are not allowed for thelr respective
calendar 1980 taxable years an investment credit under Section
38 and related sectlons of the Code with respect to any one
or more of the Items of Equipment of not less than 10% of
the Reconstruction Cost with respect to such Item or Items;
or

(11) the Trustors are not allowed the benefit of cur-
rent deductions for depreclation, commencing with the first day
of their respective calendar 1980 taxable years, on any one or
more of the Items under Section 167(a) of the Code (x) computed
pursuant to the asset depreciation range system of Sectlion 167(m)
of the Code and Section 1.167(a)-11 of the income tax regulations,
(y) computed on the basls (A) of a net salvage value of zero,
(B) that the basis of such Item or Items under Section 167(g) of
the Code 1s not less than the Total Cost with respect to such
Item or Items, and (C) that such Item or Items have an asset
depreclation period of 12 years, and (z) computed (A) pursuant
to the double declining balance method of depreciation, switching
to the sum of the years-digits method of depreciation, with
respect to the Reconstruction Cost, and (B) pursuant to the
150% declining balance method of depreciation, switching to
the straight line method of depreciation, with respect to the
Hulk Purchase Price; or

(111i) the Trustors are not allowed the benefit of current

deductions under Section 163 of the Code for interest payable
on the Notes; or

(iv) any investment credits or deductions for depreciation
with respect to any one or more of the Items are recaptured in
whole or 1in part pursuant to Section 47 or Section 1245 of the
Code or any successor provision or provisions thereto; or
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(v) any amount includible in the gross income of the
Trustors with respect to any one or more of the Items or any
deduction allowable to the Trustors with respect to such Item
or Items or with respect to any interest payable on the Notes
shall be treated as derived from, or allocable to, sources
outside the United States; or

(vi) any amount is included, at any time prior to the
end of the term of this Lease (including any renewal terms),
in the gross income of the Trustors as a result of any repalr,
improvement, alteration, modification or addition (including
replacement of parts) to such Item or Items made by the Lessee
(herein called a "Capital Expenditure");

(any such failure to allow, such recapture, such treatment of income
or deductions as derived from or allocable to sources without the
United States, or such inclusion in gross income as a result of a
Capital Expenditure being herein called a "Loss"), then, subject to
paragraph (b) of this Section 20, the Lessee shall pay to the Trustors
as an indemnity the amount or amounts set forth in paragraph (d)

of this Section 20 at the time or times set forth therein.

(b) Indemnification and Exceptions. Except as hereinafter
provided, the Lessee shall be required to indemnify the Trustors with
respect to any Loss that results from:

(1) a Loss described in clause (i) or (1i) of
paragraph (a) of this Section 20, if such Loss results
from the use of an Item by any person following 1ts re-
construction until after 1t has been dellvered to the
Lessor pursuant to the Reconstruction Agreement and leased
to the Lessee pursuant to this Lease;

(11) the failure of an amount not less than the
Reconstruction Cost of any Item or Items to qualify for
the investment credit and double declining balance
depreciatlion in the hands of the Trustors;

(11ii) the Lessee's use of an Item or Items In such
a manner as to result in a Loss described in clause (i),
(11), (iv) or (v) of paragraph (a) of this Section 20;

(iv) a Capital Expenditure; or

(v) any act, or failure to act, at any time, by
the Lessee or any of 1its officers, employees or agents
(including, without limitation, any act, or failure
to act, in respect of the income tax returns of the
Lessee 1nsofar as they relate to the transaction
contemplated by this Lease and related documents, it
being understood that the Lessee will not take or fail
to take any action that 1is inconsistent with the Trustors
being treated as the owners, and the Lessee belng treated
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as the lessee, of the Equipment for Federal, state and
local income tax purposes).

However, the Lessee shall not be required to indemnlfy a
Trustor with respect to any Loss that results solely and directly
from:

(1) a Casualty Occurrence, if the Lessee has made
all payments with respect thereto that are required to be
made pursuant to Section 11 hereof;

(11i) a voluntary disposition by such Trustor of
its beneficial interest in any Item or Items, 1f such
disposition (x) shall be the direct cause of such
Loss with respect to such Item or Items, (y) shall occur
at a time while no Event of Default (and no event that,
with the lapse of time or the giving of notice, or
both, would constitute an Event of Default) has occurred
and is continuing, and (z) shall not be pursuant to
the written consent of the Lessee;

(1i1) the failure of such Trustor to claim in a
timely and proper manner on its income tax returns for
the appropriate years any credits or deductlons
contemplated by paragraph (a) of this Section 20 unless
such Trustor shall have been advised by Messrs. Donovan
Leisure Newton & Irvine, or other independent tax counsel
selected by such Trustor and approved by the Lessee (which
approval shall not be unreasonably withheld), that there
is no reasonable basis for claiming any such deduction or
credlt;

(1v) the failure of such Trustor to have sufficilent
Federal income tax 1llabllity against which to apply such
credits or sufficient income to benefit from such depreciation
or 1Interest deductlons;

(v) the failure of such Trustor to take timely
action 1in contesting a claim made by the Internal
Revenue Service, but only if such action 1s required
by the terms of paragraph (c) of this Section 20;

(vi) any amendment to, or change in, the Code,
the income tax regulatlons thereunder or published
administrative or Judiclal interpretations of the
Code or such regulations, which change or amendment
is not enacted and does not have an effective date
on or prior to January 1, 1981; or

(vii) any act, or failure to act, at any time,
by such Trustor or any of its officers, employees or
agents, which 1s 1inconslistent with such Trustor's
obligations under the Trust Agreement and the
Participation Agreement, except at a time when an
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Event of Default (or an event that, with the lapse
of time or the giving of notice, or both, would
constitute an Event of Default) has occurred and is
contlinulng.

(c¢) Proceedings. If at the conclusion of any audit a
Trustor recelves a preliminary or "30-day" letter from the Internal
Revenue Service proposing an adjustment in any Item that, 1f agreed
to by such Trustor, would result 1n a Loss wlth respect to which the
Lessee would be required to indemnify such Trustor pursuant to
this Section 20, such Trustor shall promptly notify the Lessee of
such proposed adjustment and shall furnish to the Lessee a statement
describing such Loss 1n reasonable detail. If requested to do
so by the Lessee, within 20 days after receipt of such statement,
such Trustor shall promptly request from Messrs. Donovan Lelsure
Newton & Irvine, or such other independent tax counsel as may be
selected by such Trustor and approved by the Lessee (which approval
shall not be unreasonably withheld) (the "Special Tax Counsel'),
their opinion as to whether there 1s a meritorious basls for
contesting such proposed adjustment. If the opilnion 1s to the
effect that there 1s a meritorlous basis for contesting such
proposed adjustment, such Trustor shall contest such proposed
adjustment beyond the level of the Internal Revenue Service
auditing agent by such administrative proceedings, if any, as may
be determined by such Trustor in its sole discretion. Upon the
conclusion of such administrative proceedings, if any, such
Trustor shall promptly notify the Lessee of the final adjustment
proposed by the Internal Revenue Service and, 1if such Trustor
receives within 30 days after such notice a written request to do
so from the Lessee, such Trustor shall contest such final adjustment
in a court of competent Jjurisdiction. If the Lessee requests such
Trustor to appeal the decision of such a court or of any intermediate
appellate court, such Trustor shall promptly request from Specilal
Tax Counsel thelr opinion as to whether there 1s a meritorious
basls for appealing such decision. If the opinion 1s to the
effect that there 1s a meritorious basls for appealing such
decision, such Trustor shall appeal such declsion. Such Trustor,
in 1its sole discretion, shall determine the initial and any
appellate court and shall determine whether the proceedings shall
be for redetermination of the deficliency proposed to be assessed
by the Internal Revenue Service or for refund of taxes paid based
on such deficiency. Such Trustor shall not be required to take
any action as set forth in this paragraph (c¢) unless and until
the Lessee shall have agreed to indemnify such Trustor in a manner
satisfactory to it for any Loss that results from an adverse
determination with respect to the proposed adjustment and shall
have agreed to pay to such Trustor on demand all reasonable out-
of-pocket costs and expenses, including without limitation
attorneys' fees and expenses lncurred by it in connection with
the taking of such action. If such Trustor elects to pay taxes
based on a proposed deficlency and sue for a refund thereof, and
if the proposed deficlency would be a Loss with respect to which
the Lessee would be regquired to indemnify such Trustor, then the
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Lessee shall pay to such Trustor on demand the amount of such
taxes and interest thereon which such Trustor shall have paid,
and 1f such Trustor subsequently recelves a refund of all or any
part of such taxes and interest, 1t shall promptly pay to the
Lessee the amount of such refunded taxes and interest plus the
amount of any interest received by such Trustor from the United
States Government with respect to such refunded taxes and interest.
Notwithstanding anything to the contrary contained in this
paragraph (c), such Trustor may at any time, whether before or
after commencing to take any action with respect to a proposed
adjustment, decline to take any further action with respect
thereto, provided that, if the Lessee has properly requested such
action pursuant to this paragraph (c), such Trustor notifies the
Lessee that it waives its right to any indemnity with respect to
any Loss that will result from acceptance of such proposed

ad justment.

(d) Amount and Time of Payment of Indemnity. The amount
of indemnity payable by the Lessee pursuant to this Section 20
with respect to a Loss shall be such amount as will result, in the
indemnified Trustor's reasonable Jjudgment, in preserving for such
Trustor both the after-tax rate of return and the after-tax cash
flow that would have been realized by such Trustor 1f such Loss
had not occurred, (i) based on the rates of Federal, state and
local taxes on, based on, or measured by, net income 1n effect
from time to time, and (ii) 1in all other respects based on the
assumptions and methods of calculation utilized by the Trustors
in originally evaluating the transaction described in this Lease
and related documents. The amount of such payment of indemnity
shall reflect (A) the amount of interest, additions to tax and
penalties payable by such Trustor with respect to such Loss, (B)
the amount of Federal, state and local taxes on, or measured by,
net income (at the rates in effect from time to time), interest,
additions to tax and penalties incurred by such Trustor as a
result of the receipt of such indemnity payment, and (C) any
amount paild by the Lessee to such Trustor pursuant to the next-to-
last sentence of paragraph (c) of this Section 20 which 1s not
repaid by such Trustor to the Lessee pursuant to such sentence.
Such Trustor shall furnish the Lessee with a notlce setting forth
in reasonable detail the computations and methods used in computing
such amount of indemnity.

In determining the amount of indemnlty payable by the
Lessee pursuant to this Section 20 wlth respect to a Loss which
results from a Capital Expenditure, there shall be taken into
account any investment credits and depreclation deductlions to
which the indemnified Trustor is or expects to be entitled with
respect to such Capital Expenditure in the year 1in which the
Capital Expenditure 1s made and in subsequent years, but 1if any
such investment credits or depreciation deductions are subsequently
disallowed, recaptured or treated as derived from or allocable
to sources outside the United States, such disallowance, recapture
or allocation shall be treated as a Loss described in clause (1),
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(11), (iv) or (v) of paragraph (a) of thils Section 20, as the
case may be.

The Lessee's obligation to pay any indemnity payable
pursuant to this Section 20 with respect to a Loss shall become
unconditional (1) in the case of a Loss that 1is required to be
reflected on a tax return of a Trustor, 30 days after the date
such tax return is filed; (2) in the case of a Loss that results
from a proposed adjustment of the Internal Revenue Service that
is not contested pursuant to paragraph (c) of thils Section, 30
days after the Lessee's recelipt of the statement referred to in
the first sentence of paragraph (c¢) of this Section; and (3) in
the case of a Loss that results from a proposed adjustment of the
Internal Revenue Service that is contested pursuant to paragraph
(¢) of this Section, 30 days after the day on which such contest
is finally concluded.

The Lessee shall pay to a Trustor entitled to
indemnification hereunder a lump sum indemnity at the time its
obligation to pay indemnity pursuant to this Section 20 becomes
unconditional, (A) with respect to a Loss described in clause (1)
of paragraph (a) of this Section 20, and (B) with respect to any
other Loss, if the Lessee's obligation to pay indemnity pursuant
to this Section 20 becomes uncondlitional on or after the termination
of this Lease. Any other indemnity payable pursuant to this
Section 20 shall be structured as level future rent increases,
and the Lessee shall commence payment of such Increased rent on
the first rental payment date after the Lessee's obligation to
pay indemnity pursuant to this Section becomes unconditional.

The amount of increased rental resulting from any one Loss shall
be adjusted from time to time for each change in the rates of
Federal, state and local taxes on, based on, or measured by, net
income which affects the indemnified Trustor's net after-tax rate
of return and after-tax cash flow.

(e) Adjustment of Casualty Values. In the event that
the Lessee shall be required to indemnify the Trustors pursuant to
this Sectlion 20 with respect to a Loss relating to an Item or
Items, upon payment of such indemnity the Casualty Value of such
Item or Items shall be appropriately adjusted so as to reflect,
among other things, the reduction (if any) 1in taxes that will be
payable upon a Casualty Occurrence with respect thereto, and so
that the Casualty Value of the Item or Items as adjusted shall
preserve for the Trustors the after-tax rate of return and after-
tax cash flow that the Trustors expect to realize from the transaction
described in this Lease and related documents; provided, however,
that such Casualty Values shall not be reduced below the amounts
required to satisfy the obligations of the Lessor on the Notes.

(f) Definition of Trustor. For purposes of this
Section 20, the term "Trustor" shall include any affiliated group,
within the meaning of Section 1504 of the Code, of which the
Trustor 1s a member, if consolldated returns are filed for such
affiliated group for Federal income tax purposes.
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(g) Payments of Indemnity. All payments of indemnity
made pursuant to this Section 20, whether payable in a lump sum
or in the form of increases in future rental payments, shall be
made by the Lessee directly to the indemnifled Trustor by transfer
of immediately avallable funds to the account of such Trustor
specified in Schedule 1 to the Particlpation Agreement or to
such other account or 1n such other manner as such Trustor from
time to time shall have identified in written instructions given
to the Lessee.

SECTION 21. MISCELLANEQUS.

2l.1. Notices. Any notice required or permitted to
be given by elther party hereto to the other shall be 1n writing
and shall be deemed to have been gilven when delivered personally
or otherwise actually received at the following addresses:

If to the Lessor: The Connectlicut Bank and Trust
Company
One Constitution Plaza
Hartford, Connecticut 06115
Attention: Corporate Trust
Department

If to the Trustors: At the addresses provided therefor

in Schedule 1 to the Participation

Agreement
If to the Security
Trustee: Mercantile~Safe Deposlt and Trust
Company

P. 0. Box 2258
Baltimore, Maryland 21203

Attention: Corporate Trust Department

If to the Lessee: Illinois Central Gulf Rallroad Company

Two Illinois Center

233 North Michigan Avenue
Chicago, Illinois 60601
Attention: Treasurer

If to any Note

Purchaser: At the addresses provided .therefor 1in

Schedule 2 to the Participation
Agreement

at such other address as such party shall hereafter furnish to
such other parties in writing.

21.2, Right of Lessor to Perform. If the Lessee shall
fail to comply with any of its covenants herein contained, eilther
the Lessor, any Trustor or, 1ln the case of an assignment by the
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Lessor pursuant to Section 16 hereof, the assignee thereunder
(including, without limitation, the Security Trustee and the

Note Purchasers) may, but shall not be obligated to, make advances
to perform the same and to take all such action as may be necessary
to obtain such performance. Any payment so made by any such

party and all cost and expense (including, without limitation,
reasonable attorneys' fees and expenses) incurred in connection
therewith shall be payable by the Lessee to the party making the
same upon demand as additlonal rent hereunder, wlith interest at

the lesser of the rate of 14% per annum or the maximum rate allowed
by law.

21l.3. Execution in Counterparts. This Lease, and any
lease supplemental hereto, may be executed 1n several counterparts,
each of which so executed shall be deemed to be an original and
in each case such counterparts shall constitute but one and
the same instrument.

21.4. Law Governing. This Lease shall be construed
in accordance with the laws of the State of Illinols; provided,
however, that the parties shall be entitled to all rights conferred
by any applicable Federal statute, rule or regulation.

21.5. Headings and Table of Contents. All Section
headings and the Table of Contents are 1nserted for convenlence
only and shall not affect any construction or interpretation of
this Lease. ’

21.6. Severability. Any provision of this Lease
which 1is prohibited or unenforceable in any Jjurisdiction shall
be as to such jurlsdiction ineffective to the extent of such
prohibition or unenforceability without invalidating the
remalining provisions hereof, and any such prohibition or
unenforceability in any Jjurisdictlion shall not invalidate or
render unenforceable such provisions in any other Jjurlsdiction.

21.7. Limitations of Lilabllity. It 1s expressly under-
stood and agreed by and between the Lessor and the Lessee and thelr
respective successors and assigns that this Lease 1s executed
by The Connecticut Bank and Trust Company, not individually or
personally but solely as Trustee under the Trust Agreement 1in
the exerclse of the power and authorlty conferred and vested in
it as such Trustee, that each and all of the representations,
warranties, undertakings and agreements hereln made on the part
of the Lessor are each and every one of them made and intended
not as personal representations, warranties, undertakings and agree-
ments by The Connecticut Bank and Trust Company or either Trustor,
or for the purpose or with the intention of binding The Connecticut
Bank and Trust Company or elther Trustor personally, but are made
and intended for the purpose of binding only the Trust Estate
as defined in the Trust Agreement, that thlis Lease 1s executed
and delivered by The Connecticut Bank and Trust Company solely
in the exerclse of the powers expressly conferred upon The Connecticut

¢
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Bank and Trust Company as trustee under the Trust Agreement,

that actions tken by the Lessor pursuant to its obligations
hereunder may, in certain instances, be taken by the Lessor only
upon speclific authorlity of the Trustors, that nothlng herein
contalned shall be construed as creating any liability on The
Connecticut Bank and Trust Company or either Trustor, individually
or personally, or any incorpora or or any past, present or future
subscriber to the capital stock of, or stockholder, officer or
director of, The Connecticut Bank and Trust Company or elther Trustor,
to perform any covenant elther express or implied contained herein,
all such liabllity, if any, belng expressly waived by the Lessee,
and that so far as The Connectlicut Bank and Trust Company or
elther Trustor, individually or personally is concerned, the Lessee
and any person claiming by, through or under the Lessee shall

look solely to the Trust Estate as defined in the Trust Agreement
for the performance of any obligation under thils Lease; provided
that nothing in this Section 21.7 shall be construed to limit in
scope or substance those representations and warranties, if any,

of The Connecticut Bank and Trust Company made expressly in

its individual capacity set forth in the Participation Agreement
and the Security Agreement. The term "Lessor" as used in this
Lease shall include any trustee succeeding The Connecticut Bank
and Trust Company as Trustee under the Trust Agreement or the
Trustors if the trust created thereby 1s revoked. Any obligation
of the Lessor hereunder may be performed by the Trustors, and any
such performance shall not be construed as revocation of the trust
created by the Trust Agreement. Nothing contained in this Lease
shall restrict the operation of the provisions of the Trust
Agreement with respect to its revocation or the resignation or
removal of the Trustee thereunder.

IN WITNESS WHEREOF, the parties hereto have caused
thls Lease to be executed by thelr respective officers thereunder
duly authorlzed as of the day and year first above written.

THE CONNECTICUT BANK AND TRUST COMPANY,
[CORPORATE SEAL] as Trustee under I.C.G. Trust No. 80-1

By {ﬁ;;;;;;%z é?%ié%?%g
1ts AutHorized Qfficer

“, ILLINOIS CENTRAL GULF RAILROAD COMPANY

LCORPORATE SEAL] Loy
ATTESTS ~  _ By /i -(%7/
Z///]f/g ﬂ éz Its Vice President

* Secretary
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STATE OF CONNECTICUT )
) S8
COUNTY OF HARTFORD )

On this 77/ day of January, 1980, before me personally

appeared 1T , to me personally
known, who being by me guly sworn, says that he is the an Authorized

Officer of THE CONNECTICUT BANK AND TRUST COMPANY, that one of

the seals affixed to the foregolng instrument is the corporate

seal of sald corporation, that sald instrument was slgned and
sealed on behalf of said corporation by authority of its Board

of Directors, and he acknowledged that the executlon of the
foregolng instrument was the free act and deed of sald corporation.

éz;l¢b/(751/7771411}<25{

Notary Pubgic

[NOTARIAL SEAL]
- o~ /
_ My commission expires:

- -
/QAL¢44L-C%Q /7?i3/
STATE OF ILLINOIS )
S5
COUNTY OF COOK )

/! A%%zuzixJanuary, 1980, before me personally
appeared ,( n . , to me personally

known, who belng by me duly sworn, says that he is a Vice President
of ILLINOIS CENTRAL GULF RAILROAD COMPANY, that one of the seals
affixed to the foregolng instrument is the corporate seal of

sald corporation, that said instrument was signed and sealed on
behalf of sald corporation by authority of its Board of Directors,
and he acknowledged that the executlon of the foregqing instrument

was the free act and deed of said orporatioj;z(i)zg¢4/{Z:i:;T~‘v

Notary Public

AN ;
[NOTARIAL SEAL]

My chmLSSioﬁ;expires:
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DESCRIPTION OF ITEMS OF EQUIPMENT

Term Lease Commencement Date: January 1, 1981
Outside Delivery Date: June 30, 1980
Place of Dellvery: Rebuilding Plant of the Lessee at

Centralia, Illinoils or
. Macomb, Mississippl

Description and Mark and

Number of Reconstructed Items
of Equipment: See Annex 1 to this Schedule A

(I.C.G. No. 80-1)

SCHEDULE A
(to Equipment Lease)



1(G 567356
416
489
323
351
366
446
510
613
694
744
817
839
736
770
871

568474
476
497
498
589
517
652
790
852
858
880
712
822

591002
004
037
057
164
184
242
255
263
024
086
087
443
454
334

DESCRIPTION OF EQUIPMENT FOLLOWING REBUILDING

70-Ton 50 Foot Box Cars

591888 590878 515643 563037 563277
891 805 651 038 283
931 865 654 047 286
948 513926 679 048 297
957 929 681 055 025
842 953 702 060 030

592731 514065 721 062 052
818 514081 741 069 058
918 514037 746 076 098
746 513902 756 077 . 127
969 514023 766 088 142

590100 514083 767 097 161
125 515511 772 102 207
160 527 773 110 217
142 532 793 112 280
170 535 810 128 285
183 541 811 130 291

561140 542 825 133 296
157 544 826 136 313
185 595090 §28 158 316
284 101 844 160 322
092 126 879 172 328
108 203 620 177 333
212 255 693 179 334
231 308 580414 182 337

590201 316 437 183 339
211 327 438 212 343
237 340 461 213 345
262 273 463 218 346

561741 089 470 220 347
750 117 580513 226 352
791 144 520 234 364
816 202 560 235 365
842 247 566 239 386
849 260 568 240 390

590727 324 593 243 399
739 347 563003 244 409
767 515553 014 249 424
771 566 015 251 444
798 573 017 253 454
827 578 022 260 473
833 593 027 261 499
843 625’ 028 267 389
848 629 031 268 400

264

ANNEX 1 TO SCHEDULE A
(to Equipment Lease)

Total



DESCRIPTION OF EQUIPMENT FOLLOWING REBUILDING

70-Ton RBL

ICG 150113 150797
115 817
129 854
143 890
185 931
187 934
176 950
213 916
225 922
230 942
232 957
602 963
623 - 979
630 980
631 983
663 986
666 587
676 552
678 568
687 583
708 589
672 43 Total

70-Ton Pulpwood

ICG 821052 820686
072 811
075 821347
084 479
820051 303
299 585
518 878
590 901
597 : 954
682 19 Total
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DESCRIPTION OF EQUIPMENT FOLLOWING REBUILDING

70-Ton Woodchip

~ICG 860005 866303
009 305
021 309
026 316
035 318

866067 338
071 339
102 347
152 358
161 363
181 374
183 - 388
188 394
301 396
28 Total

60-Foot Box Cars

ICG 620129 660044
136 046
127 050

670105 067
110 074
112 093
114 100
118 118
130 158
141 150
142 184

620151 620262
187 266
199 660000

670155 670095
178 209
193 243

34 Total
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DESCRIPTION OF EQUIPMENT FOLLOWING REBUILDING

100-Ton Covered Hoppers

ICG 777807 764912
765611 920
694 941
764371 947
385 958
388 960
404 965
416 765303
497 318
542 321
418 - 356
608 360
661 367
688 370
696 399
755032 405
037 413
072 418
109 438
123 455
141 472
162 482
163 485
125 501
745320 508
361 510
377 528
764727 534
700 _ 547
718 551
847 556
858 578
875 584
896 595
905
69 Total

457 Grand Total
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CERTIFICATE OF ACCEPTANCE
UNDER EQUIPMENT LEASE

TO: The Connecticut Bank and Trust Company,
as Trustee under I.C.G. Trust No. 80-1
(the "Lessor")

I, a duly appointed and authorized representative of
ILLINOIS CENTRAL GULF RAILROAD COMPANY (the "Lessee'") under the
Equipment Lease dated as of January 1, 1980 between the Lessor and
the Lessee, do hereby certify that I have inspected, recelved,
approved and accepted delivery under the Lease of the following
Items of Equlpment:

TYPE OF EQUIPMENT:
PLACE ACCEPTED:
DATE ACCEPTED:
NUMBER OF UNITS:

MARKED AND NUMBERED:

I do further certify that the foregoing Items of Equip-
ment are in good order and condition, and conforms to the specifi-
cations applicable thereto, that the Lessee has no knowledge of
any defect 1In any of the foregoing Items of Equipment with respect
to design, manufacture, condition or in any other respect, and
that each Item has been labeled by means of a plate or a stencil
printed in contrasting colors upon each side of the Item in
letters not less than one inch in height as follows:

"Leased from a Bank or Trust Company,
as Trustee, and Subject to a Security
Interest Recorded with the I.C.C."

The execution of this Certificate will in no way relieve
or decrease the responsibility of the Manufacturer for any
warranties it has made wlth respect to the Equipment.

Dated: , 1980

Inspector and Authorized
Representative of the Lessee

(I.C.G. No. 80=1)

SCHEDULE B
(to Equipment Lease)
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SCHEDULE OF CASUALTY VALUE

The Casualty Value for an Item of Equipment payable on
the Term Lease Commencement Date or any IFixed Rental payment
date thereafter shall mean an amount equal to the percent of
the Total Cost of such Item set forth opposlte such date
in the following schedule (as the same may be increased pursuant
to Annex 1 to this Schedule C):

Term Lease Commencement Date
or date of Fixed Rental
Payment on which

Casualty Value 1s Paid

Percentage of Total
Cost Payable as
Casualty Value

SCHEDULE C
(to Equipment Lease)

Term Lease Commencement Date 94,0644
July 1, 1981 88.6379
January 1, 1982 89.0141
July 1, 1982 89.2333
January 1, 1983 89.0663
July 1, 1983 88.8169
January 1, 1984 88.0602
July 1, 1984 87.2976
January 1, 1985 86.0754
July 1, 1985 84,8458
January 1, 1986 83.1069
July 1, 1986 81.4285
January 1, 1987 79.3148
July 1, 1987 T7.2466
January 1, 1988 TU.T7044
July 1, 1988 72.2529
January 1, 1989 69.3995
July 1, 1989 66.6081
January 1, 1990 63.4240
July 1, 1990 60.3248
January 1, 1991 57.5278
July 1, 1991 54,1615
January 1, 1992 50.4499
July 1, 1992 46.8627
January 1, 1993 42.9821
July 1, 1993 39.3097
January 1, 1994 35.4424
July 1, 1994 31.8033
January 1, 1995 28.0305
July 1, 1995 24,2152
January 1, 1996 (and during any 20.0000

applicable period
thereafter, including
any storage period)

(I.C.G. No. 80-1)



ANNEX 1 TO SCHEDULE C
(to Equipment Lease)

The percentages set forth in Table 1 to this Schedule
C have been computed without regard to recapture of the
Investment Credit provided for in Section 38 and related
sections of the Internal Revenue Code of 1954, as amended.
Consequently, the Casualty Value of any Item of Equipment
suffering a Casualty Occurrence on or before the third,
fifth or seventh anniversary of the date of delivery and
acceptance of such Item shall be increased by the applicable
percentage of the Total Cost set forth below:

Anniversary of Percentage of
Delivery and Acceptance Total Cost
Third 13.7505%
Fifth 9.1671%

Seventh 4,5835%
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_DESCRIPTION OF EQUIPMENT FOLLOWING REBUILDING

70-Ton RBL
- ICG 150113 150797
115 817
12¢ 854
" 143 890
185 1931
“ . 187 © 934
176 950
213 916
. 225 922
230 942
232 - 957
602 963
623 979
630 . . 980
631 B 983
663 986
665 : 587
676 : 552
678 568
€87 583 .
708 .~ 589 S
672 T 43" Total

70-Ton Pulpwood

ICG £21052 - 820686

072 811
075 821347
084 479
820051 303
299 - 585
518 - .. 878 .
590 ' 901
597 956
682 T 19 Total -
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DESCRIPTION OF EQUIPMERT FOLLOWING REBUILDING

70-Ton Woodchip

ICG 860005 - 866303

009 o 305
- 021 309
026 , 316
035 . 318
866067 338
071 339
102 ‘ L0347
1152 358
161 363
181 : 374
183 . 388
188 o 394
301 : 396
28 Total

60-Foot Box Cars

1CG 620129 660044
136 T A
L 127 050
670105 S 067
110 . - 074
112 0393
116 - 100
118 . - 118
1o . 158
141 - 150
142 . - 184
620151 1620262
187 266
- 199 | 660000 =
670155 = .- 670095 ‘
. ... l78 oo 2000

193 43

'V {\34_Tota1 
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DESCRIPTION OF EQUIPMENT FOLLOWING REBUILDING

100-Ton Covered Hoppers

ICG 777807 764912

765611 920 -
694 ' 941
764371 ~ 947
385 . ' 958
388 ) 960
404 " 965,
416 : ' _ 765303
497 ' - 318
542 ' L 321
418 _ . 356
608 , = 360
661 ' ' 367
688 . | R 370
696 . ’ - 399
755032 405
037 ‘ o 413
072 : 418
109 438
122 : : - 455
141 , : 472
162 482
163 S : 485
125 501
745320 | 508
o361 , _ ' ©'510
377 _ : 528
764727 L "534
700 : ‘ S 547
- 718 ’ © 551
847 - | 556
. 858 A . 578
875 584 B
. 896 . : - 595 ‘
@05 ' -~ ' :
69 Total

457 Grand Totail
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